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Preserve Peoples Rights 


AMERICA MUST REMAIN STRONG AND FREE 
By JAMES F. BYRNES, former United States Secretary of State 


Delivered to the Conference of Southern Governors, Biloxi, Mississippi, November 21, 1949 


E now have not only crowded years, but crowded 

days; days crowded with events which influence the 

action of governments and may affect the peace of 
the world. While the Foreign Minister of the Soviet Re- 
public makes propaganda speeches in the United Nations, 
the Soviet government acts in the Balkan States. Its ac- 
tions speak louder than Vyshinsky’s words. 

The Soviet controlled governments in the Balkans find 
it necessary to liquidate communist officials, as well as 
Catholic priests. In Hungary, Bulgaria, Czechoslovakia and 
Poland, men who, like Tito, profess belief in the principles 
of communism, but dare to assert the right of their govern- 
ments to exist without domination by Moscow, are sen- 
tenced to death. They will die, but love of country and 
freedom of religion will not. 

No government can take out of the hearts of men either 
the love of God or the love of liberty. 

The Soviets are equally disturbed by events in Germany. 
‘To understand developments there, it is necessary to recall 
the days following the cessation of hostilities. 

Uninformed persons have wrongfully charged that in 
agreeing at Potsdam to the policy of dismantling German 
plants, President ‘Truman was following the recommenda- 
tion previously made by Mr. Morgenthau that Germany be 
made an agrarian state. ‘hat is not true. 

The Potsdam conference was held just two months after 
the cessation of hostilities in Germany. 

The Soviets wanted from Germany in reparations ten 
billion dollars. It was impossible to arrive at any estimate 
of the value of the property taken by the Soviets from Ger- 
many unless we sent representatives not only into their zone 

ut into Russia. It was evident that an effort to force the 

Soviets to account for all the property removed would re- 
sult in a serious controversy with them while we were still 


at war with Japan, in which war the Soviets had agreed to 
participate. 

To solve this problem, the plan was suggested to have 
each nation restricted to its own zone for reparations from 
Germany. 

The Soviets complained bitterly that their zone was agri- 
cultural and did not have industries to which they could 
look for reparations. After days of argument, agreement 
was reached that there should be dismantled in all zones, 
plants devoted solely to the production of weapons of war, 
and the additional agreement that the Soviets could get 
from the West 15 per cent of the plant equipment deter- 
mined by the governments of the western zones to be un- 
necessary for the peaceful economy. 

Under this latter agreement, some plants were dismantled. 
When the Russians violated the agreement made at Pots- 
dam to administer Germany as an economic unit, the dis- 
mantling was suspended. Now it is to be entirely aban- 
doned. At least, I hope so. 

Since 1945 the entire situation has changed. Those plants 
are now absolutely essential for the peaceful economy of 
the new West German Republic. Their destruction would 
only result in the unemployment of thousands of the Ger- 
man people who want to work and should not be forced 
upon relief at the expense of the American taxpayer. The 
Soviets have received in territory and property all the Ger- 
mans should be required to give them. 

In July 1946, at Paris, when it became apparent that the 
Soviets were determined to prevent our making any prog- 
ress with the German treaty, we served notice on Mr. 
Molotov that we would ask the other three powers to join 
us in the establishment of a government in Western Ger- 
many. We assured him that at all times we would welcome 
into that Government the inhabitants of the Russian zone. 
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1 think it was Molotov’s hope that he could delay the 
establishment of a German government and in the mean- 
time win the one thing the Soviets particularly wanted in 
Germany, the right to participate in controlling the indus- 
tries of the Ruhr. That is one thing the Soviets should not 
have. 

At Stuttgart in 1946, we presented to the German people 
a statement of policy. We assured the people of Germany 
we did not believe in a peace of vengeance; that we wished 
to give them an opportunity to apply their energies to the 
work of peace and, in time, to take an honorable plate 
among the members of the United Nations. 

We stated that the German people should be given pri- 
mary responsibility for running their local affairs and that 
we did not believe large armies of alien soldiers or bureau- 
crats were the best guardians of another country’s democ- 
racy. We advised them that we were staying in Germany 
and would furnish our proportionate share of the security 
forces. 

This year the Western German Republic was established. 
Notwithstanding Soviet’s efforts to keep people from the 
polls, 80 per cent of the people voted. The Christian Demo- 
crats and the Free Democrats formed a coalition and control 
the government. 

This Western Republic was established upon our initia- 
tive. We have no reason to expect that any succeeding 
government will be easier for us to deal with. The govern- 
ment will certainly be attacked by the State’s opposition 
parties, if it fails to secure from the occupying powers relief 
from the economic and political restrictions under which 
they have lived. The government cannot exist without en- 
couragement from us. 

Our policy for the future should be determined now. We 
must treat the Western Republic either as a defeated state 
or as an equal. I think the latter course is the wise course. 

I agree with Mr. Winston Churchill, who said recently 
at Strasbourg that the new West German Republic without 
delay should be brought into the Council and Assembly of 
Europe. 

In declaring an end to the state of war, we should lay 
down the requirements we will make of the new govern- 
ment. All economic controls by the occupying powers should 
be removed. It would be a complete answer to the Russian 
charges echoed by some people in Germany, that the restric- 
tions are continued by Great Britain and France for the 
selfish purpose of preventing competition with their indus- 
tries. 

The Military Security Board must remain in operation 
to restrict the production in Germany of the weapons of 
war, including atomic energy. 

Certainly, for the present, we must continue our Security 
forces. Having disarmed the people of Western Germany 
we cannot leave them helpless against attack from without 
or from subversive groups within its borders. 

The people of Germany want our army to remain there. 
A few days ago General Clay told me that when the 26th 
Division returned from maneuvers to its base near the little 
city of Ramberg, the officials of the city asked the Com- 
manding Officer if he would permit the United States troops 
to parade through the streets of the city. They wanted to 
make it a holiday. When informed there would be no band 
for a parade, the city officials offered to furnish the band. 
To the music of this German band, the American troops 
paraded through the city, receiving from the population as 
enthusiastic a welcome as they would have received in any 
American city. 

It is a tribute to the discipline of the army, that an occu- 
pation army—usually hated—should be so highly regarded 


by the German population. But I suspect that some of the 
regard is due to the security felt by the German people be- 
cause of the presence of the United States Army. 

Our goal must be to bring the Eastern zone into the 
Western Republic. It must be brought in upon the same 
terms as the other zones. Should the Balkan states con- 
vince Stalin he has tried to cover too much territory, and 
the Soviets come to realize their bluffs do not work and 
Germany should be united, we should renew the offer we 
made to the Soviets in 1946 to enter into a 40 year treaty, 
providing for four-power control to prevent the rearmament 
of Germany. At first Stalin told me he approved it. Later 
he changed his position. If they could participate in the 
enforcement of the demilitarization of all of Germany, the 
Soviets would have no sound argument about fear of at- 
tacks from Germany. At the same time, under the terms 
of the treaty we offered them, no nation would have the 
right to exercise the veto power. 

If the Soviets persist in dividing Germany and should 
arm the communists of Eastern Germany, then we must 
make other decisions. 

If we are going to release from controls the German 
government we initiated, we should do it generously and 
not grudgingly. We must encourage this government and 
not make possible the rising of another Hitler. 

Even though we now feel less fearful of a war with 
Russia, we cannot be less vigilant. America must remain 
strong militarily and economically. 

This week it was stated in Europe that our first line of 
defense is the River Elbe. I disagree. Our first line of 
defense is not the Elbe or the Rhine; it is a sound, solvent 
American economy. And that economy is now threatened. 

That brings me to a discussion of some domestic prob- 
lems. Our foreign and domestic affairs are so closely re- 
lated, you cannot discuss one without discussing the other. 

The people who settled this country did not come here 
to establish a government. They came to America to escape 
the tyrannies of government. They were seeking liberty, 
not security. They were seeking an opportunity to enjoy 
freedom, the freedom of being let alone. 

They believed that every human being possessed certain 
inherent and inalienable rights by the grace of God and 
not by the grant of any government. To secure those rights, 
the people were willing to endure hardships and, if neces- 
sary, sacrifice their lives. 

It is not surprising that when their numbers increased 
and it became necessary to establish some form of govern- 
ment, they grudgingly yielded powers even to local govern- 
ments. They realized that if an individual lost his freedom, 
to him it was not material whether it was taken from him 
by an individual despot or by a temporary majority. His- 
tory had shown that despots at times were beneficent, but 
mobs always were cruel. 

When in due time the necessity arose for a union of the 
States for the common defense, they carefully weighed every 
word of the drafted instrument. They adopted a Consti- 
tution granting limited powers to the federal government, 
and specifically reserved all other powers “to the States, 
respectively, or the people.” 

Then in the Bill of Rights they specifically prohibited the 
federal government interfering with the People’s Rights. 

I would not bore this group, steeped in the history of our 
government, by reciting testimony as to the intention of the 
founding fathers. Madison, Hamilton and Jay, in their 
letters appearing in The Federalist, Jefferson in his many 
letters, and Jackson in his message vetoing the Clay Bill, 
proved beyond question the intention and also the fears of 
the framers of the Constitution. For a century the warn- 
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ings of these patriots against the centralization of govern- 
ment were heeded by the American people. 

During that century we engaged in wars, foreign and 
domestic, and suffered serious economic depressions. In 
these emergencies extraordinary powers were granted the 
federal government but with the ending of each emergency, 
the powers were withdrawn so that in 1907 Woodrow Wil- 
won in his Constitutional Government in the United States, 
could accurately write “Moreover what is vastly more im- 
portant in contrasting our system with others, we have not 
concentrated our constitutional arrangements in the federal 
vovernment.” 

Sut today is another day. The spirit of self-reliance that 
animated the early settlers and for more than a century in- 
pired our people to exercise their initiative and develop 
this count while preserving their independence, is un- 
fortunately departing from the people. 

‘Too many people are asking the tederal yovernment to 
perform the functions of state governments. Too many 
people want to lean upon the government, forgetting that 
the yovernment must lean upon the people. ‘Too many 
people are thinking of security instead of opportunity. They 
seem more afraid of life than of death. 

We are engaged in a cold war with the Soviet Republic. 
It is a clash between two ideologies—our system of free 
enterprise and Russia’s communism. The Soviets appeal to 
many idealists and to all the discontented in every country, 
including our own. In this battle for the minds of the 
people, communism must be fought on principle. We can- 
not defeat it by embracing socialism, which is but a step 
toward communism. No great number of Americans will 
make the jump from free enterprise to communism. They 
can more easily be led over a bridge of socialism into a 
police state. 

You cannot convince people who are inclined to commu- 
msm of the superiority of our system of free enterprise 
merely by talking about a high standard of living. In this 
world there are millions of people who are more interested 
in liberty than in luxuries. 

We must emphasize the freedom of the individual who 
by his initiative has made America prosperous. And we 
cannot very well boast of freedom under the American sys- 
tem if we are going to change that system and force the 
people to surrender more liberties to a centralized govern- 
ment. 

In the greatest war in history this peaceful nation of 
tree men was quickly converted into the most terrific engine 
of destruction. We came out of the conflict still stron 
«till free. I want America to remain strong and free. 

When we see the states of Western Europe and Great 
Britain, which have embraced socialism, unable to stand 
on their own feet and the very existence of their govern- 
ments dependent upon the taxpavers of the United States. 
it would seem prudent for us to hold fast to our system of 
yvovernment that has proved efficient in war and in peace, 
and put our financial house in order. 


ao: 
&) 


Instead of that, we are threatened with the concentration 
in Washington of the powers of local governments, includ- 
ing police powers, and with the imposition of creeping, but 
ever advancing socialistic programs. To pay for these costly 
programs we are going to borrow more money. 

{t is well to remember that if we but stumble there is 
no lend-lease or Marshall aid for us. We will be all on 
our own, like Coleridge’s Ancient Mariner, “Alone, alone, 
all, all alone. Alone on a wide, wide sea! And never a 
saint took pity on my soul in agony.” 

Many people are disturbed. But those who look with 


fear upon the trend of political thinking, may as well be 
realistic. ‘They should realize that if a proposal for the 
spending of money is authorized by the Congress as pro- 
moting the general welfare, the probability is that under the 
decisions interpreting the general welfare clause of the 
Constitution, it will be sustained by the Court. 

Therefore, those who wish to ‘preserve people’s rights 
and prevent the gradual absorption of local governroents 
by a big government in Washington, with resulting restric- 
tions upon our liberties, should look to the people. 

It will serve no useful purpose to argue to them about 
the repeal of federal aid laws which are in operation and 
to which operation the States have adjusted their budgets. 
Nearly 40% of all money spent by the States comes from 
the federal treasury as grants in aid. The people are not 
apt to repeal these laws. But we can oppose their expansion 
until our budget permits it. And we can oppose the adop- 
tion of new and costly programs that other governments 
have tried and now wish to abandon. 

It will serve no useful purpose to spend one’s time in 
criticizing the political parties or individuals responsible for 
the growth of the federal aid system. No party or individual 
is entitled to a monopoly of the blame or credit. 

Among the advocates of big governments there are some 
who honestly believe that local governments have failed to 
discharge their responsibilities. The failure of state govern- 
ments to provide more efhcient government, is generally 
due to the fact that the federal government has stepped in 
and monopolized most sources of taxation. 

‘The Governors of the States are conscious of the re- 
sponsibilities, as well as the rights, of the states. If Congress 
will withdraw from fields of taxation traditionally regarded 
as within the jurisdiction of the states, the Governors will 
have the states provide essential services at less cost to the 
people and less restrictions upon them. 

There is another group: Those people who feel that 
government must play a greater role and yet are opposed to 
a government doing everything. They do not know where 
the dividing line should be. To them I suggest that govern- 
ment should stop doing for people those things the people 
can do for themselves, or which can be done by local gov- 
ernments. , 

There is still another group—a dangerous group. They 
are the selfish men who love power—the power to spend 
the money of other people. They are in every department 
and agency and they want to stay there, but they are inter- 
ested not only in a job; they love power. The bigger the 
government, the more money they have to spend and the 
more power they have. 

We would not have an ever-expanding government if 
the people were conscious of the taxes they are paying to 
the federal government. When the government required 
employers to withhold income taxes from employees, the 
government put the worker to sleep. 

Ask any wage earner the amount of the wage he earns 
and he will tell you the amount he receives in his envelope 
or pay check, and not the amount his employer actually 
pays for his services before taxes are deducted for the federal 
government. 

The excise taxes are so well hidden that their burden is 
not appreciated by the average taxpayer. Not realizing that 
they are paying the bill, they are easily misled into clamor- 
ing for more federal laws and more federal aids. They are 
misled into regarding the United States Treasury as a 
Christmas Tree with the President and the members of 
Congress playing the role of Santa Claus. 

In the last fiscal year in peace time—the federal govern- 
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ment collected 38 billion dollars in taxes. The government 
did not live within its income. We spent 40 billion dollars 
and had to borrow 2 billion to pay our current bills. 

We are continuing to spend more than our income. With- 
out adopting any of the various new programs urged by 
those in power, it is conservatively estimated that during 
this fiscal year, which will end June 30, 1950, we will 
spend 5 to 7 billion dollars more than our income. If 
Congress adopts those new programs no man can tell exactly 
how much we will have to borrow, or from whom we will 
borrow it. We do know the next generation must pay it. 
All of us should think more of the next generation and less 
of the next election. 

What a heritage we will bequeath to the children of 
this day. Our greed for welfare and security will deny 
to them the opportunities we enjoy. Instead of fighting 
freely for the future of their children, they will be forced 
to pay for the folly of their fathers. 

It would be unfair to refer to the increased expenditures 
of the last fiscal year or the current year without reminding 
you that the major part of the expenditures is due to the 
national defense and to foreign aid programs resulting from 
the disturbed condition in the affairs of the world. 

We are forced to play a new role in world aftairs. The 
bipartisan foreign policies of the government should con- 
tinue to receive whole-hearted support. Those policies 
require adequate appropriations for national defense. 

We are properly rendering financial assistance for the 
rehabilitation of Western Europe. It should be continued. 
But I want Congress to carefully investigate these requests 
for aid. 1 have never known a department or agency of the 
United States government that did not ask for more money 
than it needed and | do not expect more care on the part 
ef foreign governments. 

The cold war with the communists is given as the 
excuse for the increased expenditures of the government, 
but it is not a satisfactory explanation of the vastly increased 
expenditure for other purposes. If you eliminate expendi- 
tures for national defense, foreign aid, and fixed charges 
like interest on the debt, you will find that we are spending 
in one year 15 billion dollars for civilian domestic functions 
of the federal government. 

In the four years of peace from June 30, 1945, through 
June 30, 1949, we collected $159,645,825,033, which is 
more than 2 billion dollars in excess of the taxes collected 
in the 12 years of President Roosevelt's administration from 
June 30, 1933, through June 30, 1945. That 12 years 
included the great depression and World War II. 

Instead of decreasing the number of civilian government 
employees, we have in time of peace increased the number 
until there are now more than 2 million civilian employees, 
costing the people more than six and a half billion dollars 
a year, and the number is increasing daily. 

We have 65 departments and major agencies reporting 
to the President. 

We are making direct payment to 17,000,000 persons— 
one out of every nine of the total population. 

During the war the military establishments employed 
one civilian to every 5 men in uniform. Today they employ 
one for every 2 men in uniform. 

The federal government has organized and is operating 
more than fifty corporations with assets in excess of $20,- 
000,000,000, ten times as large as our largest industrial 
corporation, and engaged in many kinds of business. 

Big government is growing bigger. 

Big government is more dangerous than big business. 
Little governments can regulate big business and the United 









States government can punish those who violate the laws 


against monopoly, but it is difficult to regulate big govern- 
ment. 


The spenders, while deploring deficit spending, assert as 
an excuse that there was deficit spending during the Roose- 
velt administration. That would not necessarily make it 
right. But who can forget that in 1933 the banks of the 
nation were closed, farmers whose mortgages were foreclosed 
were deserting the farms, factories were idle and the un- 
employed walked the streets hungry. 


Only a spender with no sense of responsibility could fail 
to see the difference. Today the banks have more money 
on deposit than ever before in peace time history. Farmers 
are reasonably prosperous. Few factories are idle. More 
men are employed than ever before and the people are better 
fed and better clothed. It is rightly said we have “un- 
exampled prosperity.” If our government cannot now live 
within its income, what will it do should we have a serious 
recession in business? 

Today our public debt amounts to more than a quarter 
of a trillion dollars. Yes, I said Trittton! Daily we 
are adding to that debt. The interest on the debt is five 
and a half billion, which is more than all expenditures of 
government were in 1933. 


Should we have a depression and the people find it 
burdensome to pay taxes for the 5 billion dollars interest, 
we may hear the demand that the government substitute for 
the outstanding bonds, the greenbacks of the government 
that bear no interest. We heard it in 1933. Should we yield 
te that demand, it would be the beginning of the end. 


To justify spending more than our income, some persons 
speak of what the government is doing for the “little fel- 
low.” Let me show you what the federal government is 
doing to the little fellow. The United States government is 
making the small man smaller every day. 

If the “little fellow” sends a message by telephone or 
telegraph he pays a tax. If he travels by railroad or bus he 
pays a tax. If he buys an automobile, the sale price includes 
a tax. When he buys gasoline or oil he pays a tax. If he 
buys cigarettes, he pays a tax. If he goes to a football game 
or baseball game, he pays a tax. If his wife buys a pocket- 
book or cosmetics, she pays a tax, and if his children go to a 
movie, they pay a tax. 

The average working man must work 47 days a year to 
earn the money necessary to pay his taxes to the federal 
government. That is almost one day out of every week. If 
the new programs now seriously proposed should be adopted 
he will have to pay in taxes the equivalent of his wages for 
an additional twenty days, making 67 days he will work each 
year for the government instead of for himself and his 
family. That is what the federal government is doing to 
the little fellow. 

If the spenders really want to help the little fellow, they 
should allow him to keep more of the money he gets for 
his labor to spend as he pleases, instead of having it taken 
from him and sent to Washington, to let bureaucrats spend 
as they think it should please him. 

Men intoxicated with power will never voluntarily sur- 
render the power to spend the money of other people. 

At the end of World War I, I participated in the draft- 
ing of a bill to repeal more than 15 billion dollars of 
appropriations made prior to the armistice. Immediately I 
was subjected to great pressure to allow certain appropria- 
tions to continue in order that the money might be used for 
new peace time programs. After a hard struggle we passed 
the bill but not before some exemptions were made. 





102 


Vital Speeches of the Day 





| voted for the Emergency relief and work programs in 
1933 and in the succeeding three years. It provided work 
for many people and did much good, but as it progressed I 
realized the bad effect it had upon the morale of the people. 
In 1937, when had improved, I wanted it 
stopped. ‘That was true of others in the Senate and particu- 
larly in the House. ‘There was terrific pressure to continue 
it. Congress resisted the pressure and finally forced its ter- 
mination, but it was a long and bitter fight. 

Human nature does not change. ‘The government will not 
repeal a single War tax now being collected unless forced 
to do so by public sentiment. 


conditions 


Months ago when forced to decide between borrowing 
money for current bills or reducing expenditures, the govern- 
ment decided to borrow. Now we are threatened with more 
taxes. 

Our real trouble is debt and taxes. We cannot cure it 
by more debt and more taxes. We should devote to cutting 
expenditures some of the thought we are devoting to taxing 
and borrowing. 

But cutting expenditures is not seriously considered in the 
executive departments and new taxes will not be seriously 
considered in Congress. So deficit spending will continue. 

Dangerous as deficit spending is, it is not as dangerous as 
increasing taxes would be under existing conditions. And 
there are reasons why, instead of increasing, we must reduce 
taxes. 


The Marshall aid appropriations must taper off next year. 
When that occurs, if we have not reduced taxes, the Bureau 
officials will have more money and will devise new programs 
to spend it. If we reduce taxes, even the most hardened 
spender should feel some restraint in adopting new programs 
which will necessitate borrowing more money. 

The Governors of the various states can perform a great 
public service by demanding a reduction of war time taxes. 
They can bring home to a man a realization of the taxes he 
is paying, so that when a housewife says she does not know 
what has become of her money, he can explain that much of 
it has been taken to Washington. 

‘The Governors can cause the people to realize that when 
a dollar is taken from them in taxes, only a small part of 
that dollar trickles back to the State in federal aid. That is 
the “trickle back” system. It makes big government in 
Washington and makes beggars of the States. 

I want to see our Governors, as well as our Senators and 
Congressmen, going to Washington with their hats on their 
heads, instead of going hat in hand, begging for a portion 
of the tax money their constituents have been forced to pay. 

The Governors have the confidence of their people. They 
have great prestige and can exercise their leadership to re- 
cover for “the states, respectively, and the people” the powers 
reserved to them by the Constitution. They can lay down 
and take it or stand up and fight. I hope they stand up and 
fight. 


The Saboteurs of Peace 


PEACEFUL INTENTIONS JUDGED BY ACTS NOT WORDS 
By HECTOR McNEIL, M.P., Minister of State for Foreign Affairs of the United Kingdom 


Delivered in the Political and Security Committee of the United Nations General Assembly, 


Lake Success, N. Y., November 16, 1949 


1 is not a difficult task, but 1 admit it is a sad task, to 

answer Mr. Vyshinsky and those who have spoken with 

him. I do not pretend that I have any distaste for 
debate. The strength of my country and its resilience is in 
part due to the conception that the political and administra- 
tive life of the country rests upon debate, from the humble 
rural council to the Cabinet. We debate to reach the best 
igreement, and once agreement is reached the agreement is 
made ettective by consent. But there is unfortunately no 
such meaning to our debating here, and no such end to our 
debating, in this or in any other Committee of the United 
Nations when a topic emerges upon which Soviet Russia 
and her colonies are divided from the rest of the Assembly. 
\greement is only possible, apparently, when everyone else 
concedes the Soviet point of view. 

Mr. Vyshinsky’s case is not a new one. He asserted that 
the United Kingdom and the United States and certain 
other Powers associated with them are preparing for an 
iyeressive war and in proof he offered evidence that our 
military budgets are inflated, that we are developing new 
bases, that a campaign of vilification is being directed against 
Soviet Russia, and that finally we have blocked all progress 
towards international control of atomic energy and atomic 
weapons. ‘ 

Does Mr. Vyshinsky really believe that we are preparing 
tor an aggressive war? How different the course of this 
debate might be if any of us had reason to conclude that he 
really held this view. It could only be so on one condition: 


that Mr. Vyshinsky had by now deceived himself with his 
own propaganda. This is not impossible. The papers and 
documents now in our hands since the defeat of Germany, 
clearly persuade us that this dreadful and terrifying danger 
is real. People become so drugged with their own propa- 
ganda, so accustomed to their own lies and distortion, and 
above all so cut off from fact, from honest discussion, from 
the world not only outside their own country but outside 
their own office by their position of privilege and authority, 
that this terrifying fate does overtake them, this political sin 
against the Holy Ghost. 

But Mr. Vyshinsky, from our knowledge of his work and 
our conversations with him, we have reason to assume, is 
not deceived by his own propaganda. Mr. Vyshinsky knows 
the gulf that exists between the facts as he attempts to present 
them and as they are. How then can he pretend for a second 
that he believes that we are preparing for an aggressive war? 
Mr. Vyshinsky reminded us once more of the passionate de- 
sire of the Soviet people for peace. No one denies that. What 
Mr. Vyshinsky does not explain to us is that in this respect 
the people of Soviet Russia do not differ from the people of 
Great Britain, or of the United States, or of any other state. 
They all want to live. They have sons and daughters. They 
have hopes for themselves and for their children. 

Indeed, when it suits Mr. Vyshinsky he admits this. The 
basis of the propaganda which he offers this Committee, the 
basis of the Soviet propaganda efforts to which he drew our 
attention in this speech, the basis of all these peace confer- 
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ences that are called by artists, by writers, by technicians, 
by workers’ organizations, by political organizations of any 
kind of label which suits the Soviet purpose, are similarly 
based upon this; that normal people desire peace passionately. 
In other words the closer a government are to the people 
and the more power the people can exert over the govern- 
ment, the more unlikely war is. There are no qualifications 
to that position. So if Mr. Vyshinsky is going to persuade 
this committee, or indeed if Mr. Vyshinsky is going to per- 
suade himself, that we are preparing for aggressive war he 
must show us that the Government of Great Britain is in a 
more authoritarian position in relation to their people than 
the Government of Soviet Russia are in relation to their 
people. 

' | do not need to argue that proposition. Everyone knows 
that we submit ourselves to election by secret and equal 
ballot. Everyone knows that opposition is not only permitted 
but encouraged in our country. Everyone knows that the 
newspapers and periodicals of our country can publish news 
from wherever they can get it, can publish arguments against 
Kings and Prime Ministers, against Archbishops and bankers, 
against everyone—provided they conform to the common law 
of the country which protects the humblest citizen. 

Equally, everybody knows that Mr. Vyshinsky cannot put 
up remotely such a good case for the relationship between his 
government and his people. 1 am not here concerned to 
contrast the merits of the two systems. | am here attempting 
to restate the obvious connection between the two types of 
government and their ability to make aggressive war. The 
truth is, and everyone knows it to be the truth, including 
Mr. Vyshinsky and including every member of the Soviet 
Government who has access to the facts, that it is a political 
impossibility for any of the countries who are represented 
round this table by freely elected governments to make ag- 
gressive war against this mighty nation, Russia, against her 
colonial satellites, against any nation. 

But this also must be said about true democracies. Their 
humble people have repeatedly displayed that they have the 
dignity, the pride, the nobility, the courage that are the 
characteristics of free men and free women. They will not 
stand aside to see these freedoms torn from them, and they 
realize from their history that their political and moral rights 
and obligations are defended most effectively by joint action. 
Rightly or wrongly they have concluded that Soviet Russia, 
is a threat to them. They may be wrong, but I shall offer 
later some reasons why they have come to this conclusion. 
They have soberly and very slowly come to this conclusion, 
as the distinguished leader of the Belgian delegation said 
last night. And having so concluded, they jointly organized 
their defense. 

Mr. Vyshinsky, with the customary arrogance, not of 
himself but of his propaganda machine, once more told us 
airily and emphatically when he was referring to the so- 
called Peace Congresses, that Soviet Russia marches with 
banners streaming at the head of six hundred million ordinary 
people throughout the world, who believe confidently that 
Soviet Russia is the leader, and the only leader, of the peace 
movement. This is an interesting assertion upon which Mr. 
Vyshinsky might let us have a little arithmetic. Presumably 
this alleged army of six hundred million people will, and do, 
show their sympathy for the foreign policy of Soviet Russia 
by taking advantage of every election to cast their votes for 
the candidates who support that policy. Where then are these 
six hundred million? It is a little difficult to discern their 
electoral success. It cannot be that they are to be found in 
Norway where the Communist party have just lost all their 
seats. It cannot be in Austria where they polled only 10% 





of the votes. It cannot be in Sweden, it cannot be in Switzer- 
land, it cannot be in Italy, it cannot be in the State of New 
York, and it cannot be in Great Britain—if I am to judge 
from the recent municipal results. Indeed, | would go so far 
as to say that whenever free elections have been recently held 
the results have shown that the great sympathy and admira- 
tion built up among the free peoples by the resistance of the 
Russian peoples to the Nazi attack, which was reflected to 
some degree in the free elections held in 1945 and 1946, has 
disappeared. It has perished not because these free peoples 
have forgotten the valour of the Russian people. It has 
perished because these free peoples have been distressed and 
bewildered by the statements of the representatives of the 
Soviet regime as they have displayed themselves at interna- 
tional conferences and in the Soviet press. ‘This is an exasper- 
ating and a mournful tragedy—that so few men could have, 
by their ambitions, their arrogance or their stupidity, de- 
stroyed such a power for peace as the admiration and the 
sympathy which free men had for the people of Soviet Russia. 

How is it, one might ask, that all this talk by the Soviet 
Government of peace, far from winning friends has not 
been able to prevent the throng of friends dwindling and 
dispersing. Under Mr. Vyshinsky’s—I beg your pardon, 
Professor Vyshinsky’s—admirable tuition I have in my own 
clumsy way been attempting to learn some of these attractive 
Russian sayings and Russian parables with which from time 
to time Mr. Vyshinsky entertains the Committee, and | 
must say that there is a fable by Krylov here which is very 
attractive and not inapt. It seems, according to Krylov, that 
a poor serpent was unhappy because everyone in the garden 
was afraid of him, and he concluded that the fear was due to 
his unfortunate voice and the noises he made. So the serpent 
pleaded with Jupiter to give him the voice of a nightingale. 
And Jupiter so endowed him. Up the tree then went the 
serpent and draped himself round an attractive bough and 
started to sing with all the warm and seductive charm of the 
nightingale. By and by all the birds of the forest came creep- 
ing around, charmed by this strange music from the large 
stranger there. But no one came very near him. So the 
serpent asked angrily “Do you dislike my voice?” ‘No,” 
said the starling, “it is melodious and wonderful, and you 
sing as well as the nightingale. But I must confess to you 
that our hearts trembled when, as you sang we saw your 
sting. We enjoyed hearing you sing, but please, sing a little 
further away from us.” 

I want to assure Mr. Vyshinsky that his voice is as melod- 
ious and as wonderful as any political nightingale I have 
ever listened to, but behind his song I see, and we see, the 
sting of his government. And it is for that reason that the 
vote of Soviet supporters has withered in the free elections, 
and for the same reason that the free peoples have been 
organizing their defences. 

Now, Mr. Vyshinsky, disapproving of our defenses, at- 
tempts to assert without a shred of evidence that these are 
aggressive operations, and specifically in his attempt to con- 
fuse us he drew attention to what he called the bloated 
miltary budgets. Happily in his melodious singing he spared 
us this time any of his variations, which he has from time to 
time offered in the shape of comparative military budgets. 
If they appear later I must try to deal with them. I want 
only to say this meantime. As I have repeatedly pointed out 
during this period when he accuses us of aggressive designs 
we run down our forces from five million to approximately 
seven hundred and fifty thousand, and even during this year, 
when from his propaganda it might be concluded that we 
were approaching the peak of our joint efforts with the 
United States, we are reducing our forces by a further 
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twenty thousand. Meantime, | know of no comparative 
reductions in the strength of the Soviet forces. I told the 
Committee last year that by our calculations the Soviet had 
four million men mobilized. I regret that I cannot pretend 
that | have any evidence which would suggest that this figure 
had been lowered in the last twelve months. Our military 
budget is, for reasons quite outside our control, higher than 
we would like to see it. I am sure that is true of all the 
democratic nations assembled here. Our military budgets 
are, however, of modest dimensions compared with those of 
Soviet Russia. 

Mr. Vyshinsky’s second point was the number of bases 
which the United Kingdom and the United States have 
throughout the world, 

I would not for a moment attempt to deny that my country 
has a small number of military bases scattered throughout 
the world. ‘That is, of course, inevitable since the dependent 
territories of the United Kingdom are themselves scattered 
throughout the world. Further, it is only a matter of com- 
mon sense that we should have strong points from which we 
can defend our long external lines of communication in the 
event of war. But Mr. Vyshinsky, while denying these 
justifications, goes much further and seeks to suggest that 
over the last few years we have been building up a vast new 
network of bases to hem in the Soviet Union. But that, of 
course, is opposite to the truth. At the end of the war the 
United States forces and the British forces found themselves 
established in many countries. Since then our troops have 
withdrawn from those wartime bases. There are no longer 
British or American troops in China or in Burma, in Aus- 
tralia, New Zealand or New Guinea. We have withdrawn 
our forces from the French territories overseas, from Italy, 
from Greece, from Syria, from the Lebanon and from many 
other areas where we enjoyed military facilities. But the 
Soviet forces, let it be noted, as we were reminded yesterday, 
have withdrawn hardly anywhere from their furthermost 
points of advance. Soviet troops, of course, remain in all 
those areas which were seized by the U.S.S.R. at the end of 
the war. ‘They have never left all those subjugated areas such 
as Latvia, Estonia, Lithuania, Eastern Poland, Ruthenia, 
Bessarabia, and all the other long list of Soviet acquisitions, 
and I would go so far as to say that it is only on the scantiest 
justification that Soviet troops are still retained in Hungary, 
Roumania and Bulgaria. 


I want to say one other thing. When I announced to this 
Committee that conditions in Greece permitted the with- 
drawal of our forces I predicted that it would make no differ- 
ence to the attitude of the Soviet Delegation or the line of 
argument of the Soviet Delegation and those other members 
who automatically support that Delegation. I am sure that 
the Committee will have noted that my prediction proved 
accurate. Perhaps, of course, it was inappropriate for Mr. 
Vyshinsky to comment upon the withdrawal of our troops 
at the very moment when he was launching the Soviet 
Marshal plan for Poland by installing Rokossovsky in 
Warsaw. 

His third specific charge was that my Government was 
encouraging the campaign of vilification and slander against 
Soviet Russia. He comes armed with his newspaper clippings, 
as Dr. Clementis was last night, and seeks to prove, by a 
selection of these clippings, that the Western Powers are 
aggressive. If Mr. Vyshinsky is so sure that this is the 
truth, and if Mr. Vyshinsky is concerned, as 1 am sure he is 
concerned, that his own people should adopt a proper attitude 
to this subject, will he explain to the Committee why he does 
not give these newspapers a free and unlimited circulation in 
Soviet Russia? Surely this would be an effective way of 


permitting the Soviet people themselves to judge upon our 
intentions and upon events. 

Another example, of course, is the extraordinary efforts 
which Soviet Russia has been making, as Senator Austin 
quite properly pointed out to the Committee and as one other 
delegation has also peinted out, to block the shortwave 
broadcasts of the B.B.C. and other information instruments. 
I am bound to confess to the Committee that in scale and 
technique this campaign is only paralleled by that conducted 
by Goebbels on behalf of the Nazis during the war. The 
initial attempts to jam our broadcasts were very successful, 
but I take pleasure in saying that the subsequent jamming 
operations have been both expensive and ineffective. 


I would like to say that in the Moscow area the morning 
and late evening broadcasts for which we are responsible can 
be heard now almost without interference on a number of 
frequencies in the 25 and 31 metre bands. In the afternoon 
the broadcasts are also easily audible on the 13 metre band. | 


I know that Mr. Vyshinsky will not think me naive in 
making these admissions. He knows, as I know, that it was 
far better for us when the Germans blocked our radio news 
channels during the war than when they permitted them to 
be heard uninterrupted. If, under Mr. Vyshinsky’s direction, 
the Soviet authorities jam these three remaining channels 
then be certain the Soviet people will come to the correct 
conclusion. ‘They will come to the conclusion that the Soviet 
Government, for reasons not disclosed to the Soviet people, 
are afraid of the truth, and reinforced by this build-up to 
our reputation we will find other methods of getting fact 
and authoritative information and truth through to the 
Soviet people, even to a small number. 

The fourth specific instance of our alleged aggressive 
intentions that Mr. Vyshinsky offered to the Committee was 
in relation to atomic energy. The basic difficulty in this prob- 
lem is one of which I shall speak in some more detail later 
on, and that is Mr. Vyshinsky’s conception of what he calls 
state sovereignty. However, | want to make four comments 
upon Mr. Vyshinsky’s argument. Mr. Vyshinsky took con- 
siderable pain to convince us that the government of the 
U.S. had not wanted agreement upon a plan for the control 
of atomic energy and atomic weapons. The burden of his 
argument was that since the U. S. had stockpiled atomic 
weapons this was proof that they were escaping agreement 
upon this subject. Now, this is difficult to follow at any time. 
But it is impossible for us to follow why this should be proof 
that the government of the U. S. did not want agreement 
and yet in another Committee Mr. Vyshinsky, in a bellicose 
and sterile speech, in attempting to prove that Russia had all 
along wanted agreement upon this subject, boasted that his 
country had a stock of atomic weapons. Why should this 
stockpiling be characteristic of the peaceful intentions of 
the Soviet Government and at the same time proof of the 
warlike intentions of the American Government. It is typ- 
ical not of Mr. Vyshinsky’s logic but of Soviet propaganda. 


Secondly, Mr. Vyshinsky two days ago asserted, as he 
has repeatedly asserted that the American Government pro- 
duced a plan, the principal intention of the plan being that 
it should be unacceptable. He said he was convinced that 
they did not want agreement, and that if agreement had 
been approached they would have run away from the plan. 
Then surely it is easy for Mr. Vyshinsky to put this subject 
to the test? If he is certain that he is right then his Gov- 
ernment need only accede to the American plan to prove to 
us all that his contention is truthful and accurate. He will 
not dare do this, of course, because this is only argument. 
This is not the real reason. The reason is that the Soviet 
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Government want a plan accepted which would advantage 
not the world but Soviet Russia. 

Thirdly, when Mr. Vyshinsky argues against the majority 
plan he says that the international authority would be a 
danger because it woud be dominated by Americans. When 
Mr. Vyshinsky puts up his own plan of inspection he makes 
no objection to the composition of the secretariat, although 
presumably there would be the same proportions of Amer- 
icans in the international secretariat. In the first case, the 
case of the majority plan, he objects to the Americans because 
it would be an effective system. In the second case, in the 
case of the periodic inspection offered by his government, he 
makes no objection to the Americans because he knows that 
the system could not be effectively operated, 


Fourthly, I want to say that the system of periodic in- 
spection is, and I quote the word carefully, “ludicrous.” My 
authority for such a statement is Mr. Vysisinsky. Mr. 
Vyshinsky, speaking in this Committee on November Ist on 
the subject of the proposal that there should be inspection 
to verify whether or not the guerillas fleeing into Albania 
had been disarmed and interned, tried to laugh the proposi- 
tion out of court. I thought it had merit. I thought that 
such a simple matter as deciding whether men had been dis- 
armed, whether they were properly interned and registered, 
could have been assisted by inspection. But not Mr. 
Vyshinsky. He said that in his opinion “the demand for a 
commission of inspection on the spot was so ludicrous that it 
could only have been advanced in the hope that it would be 
rejected.” If it is ludicrous to ask for inspection on such a 
simple matter, how much more ludicrous is it for the Soviet 
Government and Mr. Vyshinsky to ask this Committee to 
believe that inspection, periodic inspection on invitation, 
upon such an involved matter as the production of atomic 
energy could be effective or create any international con- 
fidence. The suggestion is not ludicrous. It is impertinent. 
That is why we have, on the advice of a host of experts, 
come to the conclusion that you must have international 
control as well as inspection on the subject. And Mr. 
Vyshinsky, who has made himself an expert upon this subject 
knows that this is true. I am indebted to him for his cor- 
roborative statement. 


The explanation of the illfounded criticisms is that Mr. 
Vyshinsky, a creature of a theory or of a machine, or of 
both, offers these as just one other tactical move in the 
gigantic operation to sabotage world peace. Mr. Vyshinsky 
reminded us, and he did well to remind us, that an essential 
element in the preparation for aggressive war is the prepara- 
tion of national hatred. He made a poor job of arguing that 
the United Kingdom was engaged in such a campaign for 
the reason which I have given earlier, i.e. the close control 
of the peoples upon their governments. But it would be 
plain to the Committee that the countries which are in the 
best position to make propaganda to create national hatreds, 
to build up and foment national prejudices, are those coun- 
tries which possess highly developed governmental propa- 
ganda machines. In the Soviet Union and the satellite bloc 
these powers have at their command not only one highly 
organized propaganda machine but several which are geared 
together so as to ensure that every drop of poison which they 
create and instil permeates to all spheres of national life. 
They have bloated budgets, to quote Mr. Vyshinsky, and 
inflated competencies ranging from the Agitation and Propa- 
ganda Department of the Communist Party, to a super- 
national propaganda instrument in the shape of the Comin- 
form with its publication spread over a score of languages. 
On every page of this venomous publication there is some 
insidious falsehood against some foreign government con- 





tributed usually by a hireling traitor of the country con- 
cerned. The range if not the influence of this colossal and 
complex propaganda machine is great and wide. It permeates 
not only the newspapers everywhere, every radio transmitter, 
every publication, every lecture. It reaches out to the art 
galleries, the theatres, and the cinemas, and even scientific 
laboratories. It reaches down to the very masses of the neople 
and only the bold and highly moral dare question this opera- 
tion. These are the poison wells from which the real war- 
mongering exudes. They have contaminated the once free 
and peaceful peoples of half a Continent, and today it does 
not matter whether the newspaper you read is in Russian, 
Ukrainian, Byelorussian, Polish, Czech, Slovak, Hungarian, 
Roumanian, Bulgarian, Albanian or—in the Eastern Zone 
of Germany—German, they all speak with the same language 
of lies calculated firstly to confuse, subsequently to produce 
hatred. 

This is the Black Bible used by the saboteurs of peace. 


None of us is a stranger to its use. We unfortunately 
know only too well that here in our midst there is a minority 
of five member States dominated by the Soviet Union who 
have made it clear that in recent years they have never 
regarded the United Nations as anything else but as a field 
of operation in the sabotage of peace, a forum from which 
the business of attempting to create confusion and hatred can 
be furthered. But what we see here is multiplied a thousand 
times, and from Moscow a great system of conveyer belts 
stretches out down which descend the prefabricated lies and 
prefabricated directives so that somewhere in the national 
lives of all of us by infiltration usually, but by violence 
sometimes, the campaign against peace is systematically and 
vigorously pursued. 

At one time, perhaps four years ago, Mr. Vyshinsky, his 
organisation inside this Assembly, and the organisations 
throughout other countries might have had some success in 
this sabotage. I doubt if he can now because he can no longer 
persuade us that the administration of the Soviet Union is 
based on peace. We are all now familiar with Lenin’s 
basic pronouncement on Soviet strategy as quoted by Stalin 
in his “Problems of Leninism.” ‘The existence of the 
Soviet Republic side by side with the imperialist states for 
a long time is unthinkable. One or other must triumph in 
the end. And before that end supervenes a series of frightful 
collisions between the Soviet Republic and the bourgeois 
states will be inevitable. ‘That means that, if the ruling 
class, the proletariat, wants to hold sway, it must prove its 
capacity to do so by its military organisation.” ‘Thus by 
Soviet concept war is inevitable and military superiority a 
necessity. We do not believe that. We have affirmed that 
that is not our view. But it is the Soviet view because their 
ultimate aim is world revolution, world domination. And 
it is against that background that we have to ask ourselves 
why the warmonger has become so interested in peace. It is 
against that background that we have got to explain to 
ourselves why instructions are sent out that “peace con- 
gresses” should be held wherever possible in Wroclaw, New 
York, Paris, Prague, Stockholm, Moscow, Mexico City, 
Helsinki, Peiping, Rome, London, Brussels. It is against 
this background that we have to answer to ourselves why 
these delegates are ordered to churn out meaningless reso- 
lutions, evasive resolution, insulting resolutions of which 
Soviet peace is the central idea and of which the resolution 
before us is a masterpiece. 


This kind of “peace” is submitted by the Kremlin to the 
same tests as any other proposition. The test is simple. 
Does this in present circumstances forward the aims of 
Soviet foreign policy toward this defined world revolution 
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and toward Soviet domination. If it does, it will be for the 
time being the party line and for just so long as it suits 
the purposes of this Stalinist regime. 

A member of the Soviet Military Administration in Berlin 
put the position succinctly when he said in a lecture on 
“Bolshevik Strategy and Tactics” on 30th May last year: 
“the ultimate aim of Communism—world revolution—re- 
mains unchanged; only the means... change from time to 
time... the decisive fact is correct timing. When the enemy 
is stronger, it is no use kicking. ... The time to attack an 
enemy and destroy him is when his forces, after an interval, 
have begun to disintegrate.” He was, of course, speaking 
from the Book since Stalin himself in discussing the question 
of tactics in the “Problems of Leninism” gives advice on 
gaining time, demoralising the enemy, accumulating strength 
in order later to assume the offensive. 

What we then should expect is quite plain. Slowly and 
reluctantly the democratic countries have organised the basis 
of their defences. So the propaganda machine must blare 
away to show that any expenditure on defence in democratic 
countries means impoverishment of the people. Within the 
lLastern bloc, however, the Red Army and the satellite armies, 
now in some cases subjected quite blatently to Soviet com- 
mand, are glorified as bulwarks of international peace. 

As a reflection of this strange separation of what is good 
for the Soviet Fatherland and what is bad for any other 
latherland, | noted that the people of Greece who defended 
their country were condemned as criminal warmongers, and 
the forces of peace were found in Albania and Bulgaria. And 
when a British speaker said in the Paris Congress that it 
might be as well to deplore the desolation of war in China, 
he was received in silence, and l’Humanité, without quoting 
what he said, merely observed that he made “some remarks 
that did not receive the approbation of the Congress.” 

lurther, pacifism is to be encouraged in every country 
but not apparently inside the Soviet Army. The Hungarian 
Vlinister of Defence wrote on April 12th, 1949 in the 
Szabad Nep: “A certain pacifism has made itself felt within 
the ranks of our party, particularly lately. Slogans like “We 
want no more wars’ are very significant of this pacifism. 
First of all therefore we have to overcome this feeling of 
pacifism within our own party in order to be able to fight 
it down in the masses.” 

Permit me to give one more quotation. The Soviet Liter- 
ary Gazette on the 28th December, 1946, announced its 
policy in these words: ‘‘We do not intend to abandon the 
war theme... we must write of war so that the generation 
of young people that comes after us can love arms.” And 
presumably it is in harmony with this theme and this purpose 
that the Soviet Government organises these massive and 
impressive displays of military might on the Red Square and 
condemns the most trivial military parade in the smallest 
of countries outside the Soviet orbit as the displays of 
warmongers. 

My case does not of course rest on a handful of quotations. 
We all know that peace—real peace—must rest on the 
restoration of international confidence. We shall judge Mr. 
Vyshinsky’s peaceful intentions not by the words of his 
resolution but by the acts of his Government and we are 
mournfully and miserably reminded that it is the acts of 
his Government which have destroyed international confi- 
dence. Despite concessions made by many countries repre- 
sented round this table, the Soviet Union has since the end 
of about 1945, systematically refused to co-operate with other 
nations. [| need not remind anyone here of the long and 
melancholy list of Soviet opposition inside this Organisation 
in their campaign to sabotage peace. They have refused to 





accept and implement, despite the impressive majority often 
offered against them, the proposals for the international 
control of atomic energy which came from the Commission. 
They blocked all progress in the Conventional Armaments 
Commission, and even rejected the modest plan which aimed 
at making some contribution to the restoration of interna- 
tional confidence by arranging for an exchange of informa- 
tion on military effectives. “They have refused to participate 
in a long list of United Nations organisations. —They have 
stood aside from the Specialised Agencies. They have re- 
jected, in at least one case, the provisions of the International 
Court of Justice. They have refused to agree to submission 
to the International Court of Justice those questions which 
they themselves had raised in the Assembly. They have 
beggared the Trusteeship Council of reputation and used it 
to create confusion and strife. 

I have strained the patience of the Committee with these 
details in an attempt to show the machinery by which this 
systematic attempt to sabotage peace has been operated. Of 
course, my country and other countries have made mistakes 
in their diplomatic practice, and perhaps even sometimes in 
their interpretation of Soviet intention. But with that back- 
ground no one can condemn us for being cautious. Indeed, 
we should merit condemnation if we had been incautious. 
And our errors, as distinct from this deliberate, systematic 
campaign of sabotage, have been involuntary. 

I should want, however, to mention two other factors 
which would prove barriers to international cooperation 
even if Soviet Russia not only ended this attempt to murder 
peace but gave evidence of her earnestness to do so. The 
first is Mr. Vyshinsky’s adherence to the conception of state 
sovereignty. I have argued about this before. I remembe: 
doing so with him two years ago. All of us have argued 
with him and his delegation because his conception of state 
sovereignty no longer is real. We are in the process of ham- 
mering out a larger conception of sovereignty which is a 
penalty to no one and an advantage to all. It is true that 
some nations have still to merit their independence. Many 
have become independent in the last few years, and many 
more will become so in the next few years. But this is 
almost a hang-over from another age. At the other end of 
the scale progress is being made towards the new idea. No 
one is proposing to impose upon any state agreements which 
it does not voluntarily choose. All states, however, are 
admitting by their practice in diplomacy, by their use of 
international conference, by their membership of this organi- 
zation, that there is a great range of problems which no one 
nation can by itself tackle. Joint action is needed and by 
such joint action the individual state suffers no loss of 
prestige and cedes none of its essential functions. Moreover, 
it is not a new process. It can be argued that, like so many 
political conceptions, it had its first affection in the coalition 
of the Delphic states. But it is a conception which has 
gained an urgency and importance in our time that cannot 
be set aside. It is exasperating that a government which 
claims to be progressive and takes such pride in labelling 
us as reactionary, should seek to arrest the contemporary 
development of political thought toward this enlarged con- 
ception which, as we say in our resolution, states shall “agree 
to the exercise of national sovereignty jointly with other 
nations to the extent necessary to obtain international control 
of atomic energy.” We plead with Mr. Vyshinsky no longer 
to bury his head in the political sands of the nineteenth 
century, but to come out with the juridical ability, which we 
all know he has, to fashion this new essential to the 
twentieth century. 

There is one other allied aspect to which I must briefly 
draw attention. 
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I suppose almost the whole Committee has been dipping 
into the book edited by Mr. Vyshinsky and called the “Law 
of the Soviet State,” published last year. I find myself, as I 
read the book, wondering whether the conception of au- 
thority which Mr. Vyshinsky plainly holds in relation to the 
internal affairs of Soviet Russia has also a place in the view 
which Mr. Vyshinsky holds of authority in relation to inter- 
national affairs. Let me read a very short passage from pages 
153 and 154 of the book. This is a section dealing with the 
crushing of the resistances of class enemies inside Soviet 
Russia. Here I quote: “Guided by Lenin and Stalin, the 
Soviet State always started from the position that the perish- 
ing (i.e. exploiter) classes would resist with all their powers 
until. the last moment, and that their pitiless repression 
would therefore always constitute an imprescriptible and 
necessary task of the proletariat dictatorship. Accordingly, 
as early as the Declaration of Rights the capitalist repression 
of exploiters was openly proclaimed as one of the basic tasks 
of Soviet authority. In conformity with this principle of 
the proletarian dictatorship, Soviet authority takes substan- 
tial and definitive measures to crush the resistance of ex- 
ploiter classes and their elements. It expelled them from all 
organs of state authority, and cut off from them any access 
thereto. The Declaration of Rights frankly established that 
‘exploiters can have no place in any organ of authority.’ 
Their organizations were prohibited and liquidated, and 
attempts to re-establish them were and are pitilessly crushed 
by Soviet authority. This is one of the basic tasks of the 
proletarian dictatorship, wielding the drawn sword of retri- 
bution created by the revolution—the Cheka, OGPU and 
the NKVD.” 

Now, I am not at this, or at any, stage contesting 
the right of the Russian people to organize their affairs in a 
tashion acceptable to themselves. I certainly am not con- 
tending their rights to end exploitation. But here is our 
difficulty. In my country, and indeed progressively in all 
the countries of the world outside Soviet domination, such 
decisions are based upon assent of the majority. This is not 
an accident. It probably has two roots. It derives philo- 
sophically from Christian and near-Christian thinking as it 
concentrates upon the dignity of the individual, while the 
idea of assent based upon the majority derives from the fact 
that this is not only equitable but workable. We have dis- 
covered that authority is only stable as well as just when it 
it based upon consent. 

Therefore to our Western eyes such phrases as their 
“pitiless repression,” their “pitiless crushing” and, above all, 
“the drawn sword of retribution” as exampled by the Cheka, 
the OGPU and the NKVD are at the least repugnant, and 
at the most a continuing source of anxiety. Our anxiety is 
based upon our fear that that kind of thinking in domestic 
politics, and that type of organization in domestic politics, 
and that definition of authority in these terms is unlikely 
to be confined to domestic affairs. I should put it plainly 
this way: “Am I to conclude that the idea of sovereignty 
and sanctions, attractive and accepted by Mr. Vyshinsky, the 
Public Prosecutor of Soviet Russia—a distinguished and no 
doubt a disinterested public servant of the Soviet administra- 
tion—have no attraction to Mr. Vyshinsky, the Foreign 
Secretary of Soviet Russia—in which capacity he is equally 
distinguished and no doubt equally disinterested? I may be 
wrong in thinking there is such an attraction. I confess that 
I don’t think I am, but I may be. But no one can pretend 
to be surprised that the Western Powers suspect a relation- 
ship from the rigid and inflexible languages with which Mr. 
Vyshinsky expressed his ideas of national sovereignty. These 
tend to confirm our suspicions that this view of authority is 
held externally as well as practiced internally. 








The picture I have painted is black. I can paint no other. 
Yet none of us is yet completely without hope. We will not 
be put off by Soviet words. We have no appetite for the 
Soviet peace. It is a peace that destroys and does not create. 
Delegation after delegation has told of the hopes they cherish 
and of the fears they entertain. I do not think I would be 
over-simplyfying if I said that almost all delegations, except 
those few who religiously follow the Soviet pattern, have 
been affirming that real progress towards international co- 
operation and the creation of international confidence, upon 
which such cooperation must rest, seems impossible unless 
there is a definite and decisive change in Soviet thinking. 
In varying degrees we all held that view. Our despair is 
that we do not know who, if any, of the Soviet rulers realize 
this, and we are certain that the Soviet people are not per- 
mitted to know that that is our view. We are therefore 
almost driven to plead with the distinguished leader of the 
Soviet delegation that he must undertake this task, that he, 
because of his contacts with us, he, because of his wide 
acquaintance with the outside world; he, having access to 
so much of the contemporary non-Soviet political thinking, 
must seek to enlighten his colleagues, if not his people. He 
must tell them of the growing despair of people who want 
to be on cordial terms with Soviet Russia, but who, because 
of the policy of Soviet Russia, are denied that possibility. 

“Go back” we plead with Mr. Vyshinsky “to tell the 
Soviet Government that they and they alone are cutting off 
their people from the sympathy of the world. Go back to 
tell them that the conscience of the world is revolted by 
the mechanical cynicism of the Soviet regime. Go back to 
tell them that they may for this moment, for this year or 
for that, prevail in their hideous and ignoble purposes, 
against this patriot man, this little country or that territory, 
but that the peoples of the world are on the march. Not 
on the march to battle against the Soviet Union but on the 
march against creeds outworn, against outmoded nineteenth 
century conceptions, which separate us, nation from nation 
and continent from continent. Free mankind is on the march 
against separatism, against the idea that any nation, however 
mighty, can live for itself. Against all threats to their peace, 
to their possession of freedom, of mind as well as of body. 

Tell them that as we know, we are not without fault or 
blemish. None of us think that we are. Tell them, there- 
fore, that we are not only capable of change but anxious, 
pleading for change so long as in combination we protect 
those warm and lofty virtues, rescued from Hitlerism at 
such price. 

“Go back” we plead with Mr. Vyshinsky “go back,” to 
say these things. Look around this Committee. Consider 
that over the last four years Iran, France, Czechoslovakia— 
the Czechoslovakia of Benes and Masaryk—Chile, China, 
Canada, Yugoslavia, the United States of America, the 
United Kingdom, South Africa, Turkey, Norway, Denmark, 
have all in varying degrees, been under pressure and propa- 
ganda fire from Soviet Russia at one time or another. 

Go back to explain that no one here can believe that these 
are warmongers and evildoers. Go back to ponder why Den- 
mark of the kindly and diligent people, has felt bound to 
desert her century-old neutrality. Can she harbor terri- 
torial ambitions and warlike designs? Go back to ask the 
colleagues of the Politburo whether it is credible that any 
of the peoples of Europe, their memories still scarred by 
bombardment and occupation, their people still kneeling at 
the graves of their young men and women, should seek war? 

Let him go back to ask his colleagues why those people so 
inclined by nature and history to seek peace with their 
hearts still heavy within them, should voluntarily combine 
in military defence. Surely they make these defences because 
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they fear, fear desperately and piteously against the return 
of such bestial and lamentable days and horrid nights. 

Let him go back to tell his colleagues that in the worst 
days of Hitlerism there never was such a world coalition of 
opinion ranged against Germany as there is mustered against 
Russia today. Let him tell them why it is so. For he knows 
why it is so. It is because the Soviet continent is walled off 
in darkness. It is because a dictatorship seeks to impose its 
will, not only on its own people but by direct action increas- 
ingly in Europe and in Asia, and by indirect methods in 
every quarter of the world. It is because a dictatorship seeks 
these ends by denying te man the sanctity of his soul, the 
integrity of his own thinking, the privacy of his home, the 
validity of the vows he takes to his God or his country. 

How much we ask of Mr. Vyshinsky in pleading with 
him to go back none of us know, none of us can guess. Yet 
the time for understanding steadily if gradually runs out. 
| don’t mean we are on the edge of war. I do not think 
the Stalinist regime contemplates war and certainly no one 
else does. But it must be plain that this campaign to sabo- 
tage peace is as disastrous in its consequence as its failure. 
Test it anywhere, by sampling opinion, by calculating the 
votes of free peoples, by the votes and opinion of this 
Committee, and it will be seen that anxiety to understand 
Russia is running out. Relations do not improve, and the 
danger is that the free world, snubbed, rebuffed, misrepre- 
sented, will reduce to a minimum its relations with the 
Soviet Government. The world is too small for division. 
Separation will harm us all mentally, morally and physically. 
The danger of accidental war will never be absent. The 
hazard of catastrophe will rise for all of us with each sun- 
rise and not always disappear with sundown. 

Half the world suffers from that sickness of soul that 
sets in always for a season where despotism obtains and the 
other half is determined that it will not be so contaminated. 
Let the Soviet Government cooperate now with all of us, 
however modestly, in making contribution to the creation of 


The Gold Question 


international confidence which must be the basis of any 
world agreement. 

Let the Soviet Government pull up the blinds in Russia 
and wherever we similarly offend bring it to our attention. 
Let newspapers and periodicals circulate freely. Let the men 
and women who serve these organs move freely, transmit 
freely and publish freely. Ensure that the Soviet people, 


_ and the rest of the world know what each other are saying 


and thinking. The benefit of this will be immediate. Where 
truth and fact are accessible the propagandist goes out of 
business. 

Open the doors around the Soviet orbit however slowly, 
for the movement and the meeting of politicians and scien- 
tists, of authors and artists, of factory workers and agri- 
culturists, of women and children freely, frequently and 
even informally is essential. Where and if we offend by 
restriction again let it be brought to our attention. 

Let us seek the humblest agreements between us, and in 
honoring them display United Nations cooperation. If we 
cannot agree upon Berlin it is unlikely that we will agree 
upon the atomic bomb, and if we cannot agree to routes 
over which our freight and our passengers can proceed to 
Moscow in non-Soviet planes it is improbable that we will 
agree ever upon Berlin. 

The growth of international confidence will not be dra- 
matic. It needs technique, adaptability and a willingness to 
agree, not a determination to disagree. 

Above all I plead with the Soviet delegation to rethink 
this barren and reactionary attempt to extend the scope of 
state sovereignty. A denial of our willingness to extend the 
exercise of joint sovereignty reduces our presence here to 
hypocrisy. We are here because the people we represent, 
acknowledging this twentieth century need of joint action 
and agreement by common consent and having written the 
Charter, authorised us to operate the power they give us to 
this end for the benefit and the advantage of their children’s 
children. There is no other way than that which we know of. 


PLACE OF FEDERAL RESERVE SYSTEM IN THE MONETARY AND 


ECONOMIC LIFE OF THE COUNTRY 
By ALLAN SPROUL, President, Federal Reserve Bank of New York 


Delivered before the Seventy-fifth Annual Convention of the American Bankers Association, 


IRST, let me ask you to permit me to come out from 
under the blanket of the title given my talk in your 
program. It sounds pedagogic; it sounds boring. It is 

the kind of title you give the program chairman in August 
when you do not know what you are going to talk about in 
November. It provides a blanket cover for the discussion 
of any conceivable topic within your special field of compe- 
tence, but it may also smother any possible interest there 
might be in what you have to say. | am not going to try 
to coin a new title, however, relying on my talk to hang 
together without a title, or perhaps to suggest one as we go 
along. 

As a native Californian—and a native San Franciscan—l 
thought first of something I might discuss which would be 
of special interest to our generous hosts at this convention. 
The fact that this is 1949, and that the whole State of 
California has been engaged in a two-year round of cele- 


San Francisco, California, November 2, 1949 


brations of the 100th anniversary of the discovery of gold 
in California, and of its immediate consequences, gave me an 
obvious lead. Gold is something in which we are all inter- 
ested. Nor is this an untimely topic on other grounds. The 
recent wave of currency devaluations which swept around 
the world, following upon the devaluation of the British 
pound sterling six weeks ago, has fanned into modest flame 
the always smouldering fires of the gold controversy. In 
addition, | was eager to review the gold question because 
it is a good starting point for an understanding of the place 
of the Federal Reserve System in the monetary and economic 
life of the country. When I finish with gold, I shall want 
to say something more specific about the System, and about 
your iclations with it. 

As central bankers, of course, charged with responsibility 
for our monetary and credit policies, we have the question 
of gold under more or less constant surveillance. Most of 











Allan Sproul 





109 









the time, in recent years, we have been under attack from 
two sides because of our attitude toward gold. Those inter- 
ested primarily or initially in the price of gold, and in what 
they call a free gold market, have fired from one side. Those 
interested primarily and eternally in gold coin convertibility 
—in a full and automatic gold standard domestically and 
internationally—have fired from the other. More recently, 
we have had a brief respite from attack while these two 
groups fired at each other, each group arrogating to itself 
responsibility for the only true gospel according to St. 
Midas. What I have to say will probably bring that brief 
respite to an end. The fire will again be concentrated on 
the monetary authorities, for whom I cannot presume to 
speak except as one individual engaged in the practice of 
central banking, but who will, no doubt, be blamed for my 
views. . 

Let me take account of each of these two groups separ- 
ately; those who concentrate, at least initially, on a free 
gold market, and those who will have none of this heresy, 
but who want a fixed and immutable gold price and con- 
vertibility of currency—and therefore of bank deposits—into 
gold coin. 

The first group, which includes the gold miners, makes 
its argument on several grounds, trying to combine eco- 
nomics and psychology with self-interest. Let me paraphrase 
their principal arguments as presented at hearings on bills 
to permit free trading in gold in the United States and its 
territories. In this way I may avoid the fact as well as the 
appearance of building straw opponents. ‘The arguments 
most frequently presented in favor of these bills were: 


1. In the face of rising production costs and fixed selling 
prices, the gold mining industry has been forced to curtail 
its operations, and to the extent that it has operated, its 
profits have been reduced. The higher gold prices which 
would presumably prevail in a free market would correct 
this situation. This is the “do something for the gold 
miners” argument at its baldest. 

When this argument is embroidered a little, it is claimed 
that since the prices of all goods and services have increased 
so substantially during the past ten or fifteen years, it is 
necessary to open the way for an increase in the price of 
gold so as to be sure there will be enough gold to carry on 
the country’s business; to bring the price of gold into adjust- 
ment with the prices of everything else. 


2. A second group of arguments expresses concern over 
the unsettling effects of the “premium” prices which are 
paid for gold abroad, and claims that a free gold market in 
the United States, with no gold export restrictions, would 
cause these premium markets abroad to disappear, with 
beneficial effects upon world trade and international rela- 
tions. 


3. Third, there is an argument in equity—that gold 
miners should be allowed to sell their product at the best 
price they can obtain, as do producers of other products; 
and that American citizens, like the citizens of most other 
countries, should be free to hold or to buy and sell gold. 


4. Finally, there were those who viewed and favored a 
free gold market as a first step in the sirection of a full gold 
coin standard, and who held that even a free market would 
act as a “fever chart” of the economy and lead to reform of 
extravagant Government fiscal policies, remove inflationary 
tendencies fostered by a managed currency, and lead to 
sounder conditions, generally. 

To take these arguments up in order, it should be 
pointed out right away that it is quite possible that a free 
market for gold in the United States would not result in a 
rise in the price of gold, if for no other reason than that the 





Secretary of the Treasury is required, by law, to maintain 
all forms of United States money at parity with the gold 
dollar which contains 1/35th of an ounce of fine gold. 
This means that the Treasury should maintain the price of 
gold at $35 a fine ounce in legal gold markets in the United 
States. To do this, if there were a legal free market for fine 
gold, the Treasury should sell gold to the extent necessary 
to maintain the market price at $35 a fine ounce. We might, 
therefore, get what would be in effect gold convertibility by 
way of a free market, but not a rise in the price of gold. 
Aside from this possible outcome of the establishment of a 
free market for gold, what is it we are being asked to do? 
In effect we are being asked to do something to benefit the 
gold mining industry, to encourage a shift of productive 
resources, in this and other countries, into gold production, 
in order to provide gold for hoarding. This, | submit, would 
be a witless proceeding, in terms of the welfare of the whole 
economy, matched only by our bonanza provisions for the 
special benefit of the miners of silver. 

As for the economic embroidery of this request for aid 
to the gold mining industry, there is no lack of monetary 
means of carrying on the business of the country, nor ts 
there likely to be. It is the economics of perpetual inflation 
to argue that a rise in the commodity price level should be 
followed by an aribitrary increase in the price of gold and 
hence in the reserve base, thus permitting and, perhaps, pro 
moting additional deposit expansion and a further upward 
movement of prices. Even on the basis of statistics, which 
are not always reliable or comparable, it is interesting to 
note that the increase in the price of gold in the United 
States, in 1934, raised the price of gold by 69 per cent, 
whereas prices in the United States are now only 60 per cent 
above the 1927-29 level. We have been plagued, if any- 
thing, with an over-supply of money in recent years, and 
the United States gold stock, at the present price, is large 
enough to support whatever further growth in the money 
supply may be needed for years ahead. 

The second group of arguments has to do with the de- 
sirability of knocking out of business the premium markets 
in gold which have existed and still exist in various foreign 
countries. I share the general dislike of these markets be- 
cause they are parasites on the world’s monetary system and 
help to siphon into gold hoards the resources of people who 
need food and clothing and equipment—and who wouldn't 
need so much help from us if they didn’t use scarce foreign 
exchange to buy gold for private hoards. But I don’t think 
the soundness nor the stability of the United States dollar 
is actually brought into question by these premium markets. 
At our official purchase price for gold—$35 a fine ounce— 
the United States has been offered and has acquired more 
gold than the total world production (excepting the U.S.S.R. 
for which reliable data on gold production, as on everything 
else, are not available), since 1934, the year of our devalua- 
tion. During those years—1934 to 1948 inclusive—esti- 
mated world gold production, valued at United States 
prices, was about $13.5 billion and United States gold 
stocks increased $16 billion. Most of the producers and 
holders of gold have been quite willing to sell us gold for 
$25 a fine ounce despite the quotations of $45 and $55 and 
so on up in the premium markets. The fact is that these 
premium markets represent insignificant speculative adven- 
tures around the fringe of the world supply and demand 
for gold. They reflect mainly the urgent and often illegal 
demands of a small group of hoarders, together with some 
private demand for gold to be used in relatively backward 
areas, or areas where the forms of civilized government have 
broken down, and where the metal serves the needs of 
exchange—or hoarding—better than a paper note. I do not 
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think there would be any appreciable stimulus to United 
States gold production, if we opened the doors of this largely 
landestine trade to our domestic gold miners. But, by legal- 
izing it, we might well create what we are trying to destroy— 
uncertainty about the stability of the dollar and our own 
ntentions with respect to its gold content. 


The third argument—that the miners of gold should be 
free to sell their product at the best price they can get—is 
‘robably the give away. It is the argument that gold should 
treated as a commodity when you think you can get a 
higher price for it, and as a monetary metal and an inter- 

itional medium of exchange when you want a floor placed 
inder its price. | would say that you can’t have it both 
ways. If you want the protection of an assured market at a 
fixed price, because gold is the monetary metal of the coun- 

you should not ask permission to endanger the stability 
it the monetary standard by selling gold at fluctuating prices 
(the gold producers hope higher prices) in a fringe free 
market. Under present conditions, the only real price for 
zold is the price the United States Treasury is prepared to 
pay for it. So long as that is the case, there is no sense in a 
‘nake believe” free gold market, in which possible tempor- 
or short run deviations from the fixed price of the 
lreasury might have disturbing consequences. 





Nor is the argument that citizens of the United States 
should have the same privileges as the citizens of other 
countries, when it comes to holding or trading in gold, at 
dl convincing to me. It is true that in a number of foreign 
countries the holding of gold by private citizens is legal, 
iad in some foreign countries strictly internal free trading in 
vold is permitted. In many cases, however, this merely 
represents the shifting around of a certain amount of gold 
which is already being hoarded in the country, since in prac- 
tically all of these countries the export and import of gold 
on private account is either prohibited or subject to license. 
And, in many countries where gold is produced, some per- 
centage, if not all, of the newly mined gold must be sold 
to the monetary authorities, a requirement which further 
limits the amounts available for trading and hoarding. 
‘These restricted and circumscribed privileges in other coun- 
tries are no reflection of a loss of inalienable rights by our 
people. ‘They are attempts by these foreign countries to 
adjust their rules with respect to gold to their own self- 
interest and, so far as possible, to the habits of their people, 
all under the sheltering umbrella of a world gold market 
and a world gold price maintained by the Treasury of the 
United States. We have deemed it wise to maintain such 
a fixed point of reference, in a disordered world. We have 
decided by democratic processes and by Congressional action, 
that this policy requires, among other things, that gold 
should not be available for private use in this country, other 
than for legitimate industrial, professional, or artistic pur- 
poses. We have decided that the place for gold is in the 
monetary reserves of the country, as a backing for our 
money supply (currency and demand deposits of banks), 
and as a means of adjusting international balances, not in 
the pockets or the hoards of the people. If we want to 
reverse that decision, the means of reversal are at hand, but 
t should be a clear cut and a clean cut reversal, restoring 
convertibility. Providing a dependent free gold market, in 
which gold miners and a little group of speculative traders 
frightened gold hoarders (such as those who now take 
idvantage of a provision in the regulations to buy and sell 
gold in the natural state”) could carry on their business 
s not the way to meet the problem. 


[ do not propose to get in the cross fire of those who claim 
that a free gold market would be a step toward converti- 


bility, and those who claim that a free gold market, without 
free coinage at a fixed price, would cause us to lose what- 
ever modicum of a gold standard we now have and lead to 
monetary chaos. That is one of those doctrinal arguments 
in which the subject abounds. I will merely say here that 
I think authorization of a free gold market in this country, 
with no change in the present responsibility of the Secre- 
tary of the Treasury to maintain all forms of money coined 
or issued by the United States at parity with the “gold 
dollar,” would probably lead indirectly to convertibility. 
The desirability of doing this is another matter, which I shall 
now try to discuss briefly and dispassionately. This is a 
hazardous attempt because there is no subject in the field 
of money and banking which so arouses the passions, and 
which so readily defies brief analysis. 

Two groups of arguments for the reestablishment of a 
gold coin standard may, perhaps, be distinguished in the 
writings and speeches of those who propose it, one group 
relating primarily to the domestic economy and one to the 
probable effects on international trade and finance. In the 
first group the arguments run about as follows: 


1. Replacement of our “dishonest,” inconvertible cur- 
rency with an “honest” money having intrinsic value 
would promote confidence in the currency, and encour- 


age savings, investment, long-time commitments and 
production. 


2. Irredeemable paper money leads to inflation, whereas 
the upper limits imposed upon currency and credit ex- 
pansion by a thoroughgoing gold standard serve as a 
restraining influence on irresponsible politicians and 
over-optimistic businessmen. 

3. Present Governmental taxing and spending policies are 
wrong, and dangerous. The gold standard would put 
a brake on public spending. 

4. As a corollary of the preceding argument, since the 
gold standard would hinder further extension of Gov- 
ernment control and planning, it is a necessary imple- 
ment of human liberty. 


The second group of arguments, relating to the interna- 
tional advantages of a gold coin standard, generally make 
no distinction between the effects of a unilateral adoption of 
such a standard by the United States, and the multilateral 
establishment of an unrestricted gold standard by many coun- 
tries, and of exchange rates fixed by such a standard. The 
arguments run somewhat as follows: 


1. The existence of premium markets in gold abroad and 
the lack of gold convertibility at home creates—and is 
representative of—lack of confidence in the gold value 
of the dollar. In the absence of a thoroughgoing gold 
coin standard we cannot convince anyone that we may 
not devalue the dollar. 


bho 


Restoration of “normal’’ patterns of international 
trade is being retarded by the inconvertibility of cur- 
rencies in terms of gold and, therefore, one with an- 
other. This inconvertibility has led to tariffs, quotas, 
exchange controls, and to general bilateralism. 

3. Under a managed paper currency system there is al- 
ways the temptation to solve national problems by de- 
vices which lead to international disequilibrium. This, 
in turn, has led to domestic devices restrictive of for- 
eign trade. The international gold standard, by elimi- 
nating the need for restrictive commercial policy, 
would increase the physical volume of international 
trade, resulting in an improved division of labor and 
higher standards of living for everyone. 
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First, let me say that I perceive no moral problem in- 
volved in this question of gold convertibility. Money is a 
convenience devised by man to facilitate his economic life. 
It is a standard of value and a medium of exchange. Almost 
anything will serve as money so long as it is generally ac- 
ceptable. Many things have served as money over the cen- 
turies, gold perhaps longest of all because of its relative 


scarcity and its intrinsic beauty. In this country we still 
retain some attachment to gold domestically, and more in- 
ternationally, but to carry on our internal business we use 
a paper money (and bank deposit accounts) which has the 
supreme attribute of general acceptability. There is no wide- 
spread fear of the soundness of the dollar in this country, 
no widespread flight from money into things. The constant 
cry of wolf by a few has aroused no great public response. 
Savings, investment, long-term commitments, and the pro- 
— and exchange of goods have gone forward at record 
evels. 


Much of the nostalgia for gold convertibility is based, | 
believe, on fragrant memories of a state of affairs which was 
a special historical case; a state of affairs which no longer 
exists. The great period of gold convertibility in the world 
was from 1819 to 1914. It drew its support from the posi- 
tion which Great Britain occupied, during most of the 19th 
century and the early part of the 20th century, in the field 
of international production, trade, and finance. The gold 
coin standard flourished because the organization of world 
trade under British leadership provided the conditions in 
which it could, with a few notable aberrations, work rea- 
sonably well. 


The ability of the British to sustain, to provide a focal 
point for this system has been declining for many years, 
however, and the decline was hastened by two world wars 
which sapped the resources of the British people. The heir 
apparent of Great Britain, of course, was the United States, 
but up to now we have not been able to assume the throne 
and play the role. And until some way has been found to 
eliminate the lack of balance between our economy and that 
of the rest of the world, other than by gifts and grants in 
aid, we won't be able to do so. This is a problem of un- 
raveling and correcting the influences, in international trade 
and finance, which have compelled worldwide suspension of 
gold convertibility, not vice versa. The job before us now 
is to attack the problems of trade and finance directly. We 
should not deceive ourselves by thinking that gold converti- 
bility, in some indefinable but inexorable way, could solve 
these underlying problems for us. 

Nor is it true, of course, that gold convertibility prevented 
wide swings in the purchasing power of the dollar, even 
when we had convertibility. Within my own experience 
and yours, while we still had a gold coin standard, we had 
tremendous movements in commodity prices, up and down, 
which were the other side of changes in the purchasing 
power of the dollar. What happened to us in 1920-21 and 
1931-33 under a gold coin standard should prevent a too 
easy acceptance of that standard as the answer to the prob- 
lem of a money with stable purchasing power. 

When you boil it all down, however, and try to eliminate 
mythology from the discussion, the principal argument for 
restoring the circulation of gold coin in this country seems 
to be distrust of the money managers and of the fiscal poli- 
cies of Government. The impelling desire is for something 
automatic and impersonal which will curb Government 
spending and throw the money managers out of the temple, 
as were the money changers before them. To overcome the 
inherent weakness of human beings confronted with the 
necessity of making hard decisions, the gold coin standard is 





offered as an impersonal and automatic solution. Through 
this mechanism the public is to regain control over Govern- 
inent spending and bank credit expansion. It is claimed that 
whenever the public sensed dangerous developments, the re- 
action of many individuals would be to demand gold in 
exchange for their currency or their bank deposits. With 
the monetary reserve being depleted in this way, the Gov 
ernment would be restrained from deficit financing through 
drawing up new bank credit; banks would become reluctant 
to expand credit to their customers because of the drain on 
their reserves; and the Federal Reserve System would be 
given a signal to exert a restraining influence upon the money 
supply. In this way, Congress, the Treasury, and the Fed- 
eral Reserve System would be forced by indirection to ac- 
cept policies which they would not otherwise adopt. 

In effect, under a gold coin standard, therefore, the in- 
itiative for overall monetary control would, through the 
device of free public withdrawal of gold from the monetary 
reserve, be lodged in the instinctive or speculative reactions 
of the people. No doubt some people would take advantage 
of their ability to get gold. There would be many reasons 
for their doing so. Conscientious resistance to large Govern- 
ment spending, or fear of inflation, might well be among 
these reasons. But speculative motives, a desire for hoards 
(however motivated), and such panic reactions as are gen- 
erated by unsettled international conditions or temporary 
fright concerning the business outlook or one’s individual 
securitv—all of these, and more—would be among the rea- 
sons for gold withdrawals. ‘The gold coin mechanism does 
not distinguish among motives. Whenever, for any reason, 
there was a demand tor gold, the reserve base of the mone- 
tary system would be reduced. Moreover, if only the United 
States dollar were convertible into gold while practically all 
other currencies were not, hoarding demands from all over 
the world would tend to converge upon this country’s mone- 
tary reserves. Circumvention of the exchange controls of 
other countries would be stimulated, and dollar supplies 
which those countries badly need for essential supplies or 
for development purposes would be diverted to the selfish 
interests of hoarders. 


Even if a particular reduction in the reserve base did oc- 
cur for useful “disciplinary” reasons, the impact of such 
gold withdrawals upon the credit mechanism is likely to be 
crude and harsh. Since the present ratio between gold re- 
serves and the money supply is about one-to-five, and since 
some such ratio will be in effect so long as this country re- 
tains a fractional reserve banking system, a withdrawal of 
gold coins (once any free gold is exhausted) will tend to be 
multiplied many times in its contractive effect on bank credit 
and the money supply. In a business recession, the Reserve 
System might undertake to offset this effect as it does now in 
the case of gold exports but, if the gold withdrawals at- 
tained sufficient volume, the shrinking reserve position of the 
Federal Reserve Banks would eventually prevent them from 
coming to the rescue. 


It was, in part, to offset such arbitrary and extreme in- 
fluences upon the volume of credit, and to make up for the 
inflexibility of a money supply based on gold coins (in re- 
sponding to the fluctuating seasonal, regional, and growth 
requirements of the economy), that the Federal Reserve Sys- 
tem was initially established. During the first two decades 
of its existence, the System devoted much of its attention to 
offsetting the capricious or exaggerated effects of the gold 
movements associated with continuance of a gold coin stand- 
ard. We had an embarrassing practical experience with gold 
coin convertibility as recently as 1933, when lines of people 
finally stormed the Federal Reserve Banks seeking gold, and 
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our whole banking mechanism came to a dead stop. The 
yold coin standard was abandoned, an international gold 
bullion standard adopted, because repeated experience had 
shown that internal convertibility of the currency, at best, 
was no longer exerting a stabilizing influence on the economy 
and, at worst, was perverse in its effects. Discipline is neces- 
iry in these matters but it should be the discipline of com- 
petent and responsible men; not the automatic discipline of 
h and perverse mechanism. If you are not willing to 
trust men with the management of money, history has proved 
that you will not get protection from a mechanical control. 
ignorant, weak or irresponsible men will pervert that which 
is already perverse. 


a fyay 
a@ tiedl 


Here, | would emphasize my view that the integrity of 
our money does not depend on domestic gold convertibility. 
It depends upon the great productive power of the American 
economy and the competence with which we manage our 
fiscal and monetary affairs. I suggest that anyone who is 
worried about the dollar concentrate on the correction of 
those tendencies in our economic and political life which 
have brought us a deficit of several billion dollars in our 
Federal budget, at a time when taxes are high and produc- 
tion, employment, and income are near record levels. I sug- 
vest that, going beyond the immediate situation, they address 
themselves to the difhcult problem of the size of the budget, 
whether in deficit or surplus or balance. At some point the 
mere size of the budget, in relation to national product, can 
destroy incentives throughout the whole community, a di- 
lemma which is even now forcing curtailment of Govern- 
ment expenditures by the Labor* government in Great Brit- 
ain. ‘Lhese are problems gold coin convertibility cannot 
solve under present economic and social conditions. Gold 
has a useful purpose to serve chiefly as a medium for balanc- 
ing international accounts among nations and as a guide to 
necessary disciplines in international trade and finance. It 
has no useful purpose to serve in the pockets or hoards of 

To expose our gold reserves to the drains of 
speculative and hoarding demands at home and abroad strikes 
me as both unwise and improvident. 


the people. 


Perhaps before I let go of this subject, which has held me 
and you overlong, I should say a word about merely raising 


the price of gold, without doing anything about a free gold 
market or gold coin convertibility of the currency. This is 
something which has intrigued Europeans and others who 


are “short of dollars,” has interested some of our own people, 

and has become a South African war cry. An increase in 

le price the United States pavs for gold would have two 

ilts. It would provide the gold producing countries 

(and domestic producers), and the countries which have 
' ' 


sizable gold reserves or private hoards, with additional wind- 


} 


fall dollars with which to purchase American goods. And 
t would provide the basis for a manifold expansion of credit 
n this country which might be highly inflationary. 

We have been engaged in an unprecedented program of 
forcien aid for the past four years. The Congress has au- 


thorized this aid at such times and in such amounts as were 
deemed to be in the interest of the United States. This is 
much to be preferred, I suggest, to the haphazard aid which 
would be granted by an increase in the price of gold, which 
m on the basis of a more or less accidental distribution 
of existing gold stocks and gold producing capacity. If we 
raised the price of gold, every country which holds gold 
would automatically receive an increase in the number of 
dollars available to it. The largest increases would go to the 
largest holders which are the Soviet Union, Switzerland and 
the United Kingdom. Every country which produces gold 
would automatically receive an annual increase in its dollar 


must be 





supply, and its gold mining industry would be stimulated to 
greater productive effort. The largest increases would go to 
the largest producers which are South Africa, Canada, and 
probably the Soviet Union. . That would be an indiscriminate 
way to extend our aid to foreign countries, both as to direc- 
tion and as to timing. 

The domestic results of an increase in the price of gold 
would be no less haphazard. This country, as I have said, 
is not now suffering from a shortage of money and it has 
large gold reserves, which could form the basis of an addi- 
tional money supply if we needed it. An increase in the dol- 
lar price of gold would increase the dollar value of our exist- 
ing gold reserves in direct proportion to the change in price. 
There would be an immediate “profit” to the Treasury. 
The “profit” could be spent by Congressional direction 
or Treasury discretion. This would provide the basis for a 
multiple expansion of bank credit which, unless offset by 
appropriate Federal Reserve action, would expose our econ- 
omy to the threat of an excessive expansion of the domestic 
money supply. The arbitrary creation of more dollars in this 
way would certainly be inappropriate under inflationary con- 
ditions and would be an ineffective method of combating a 
deflationary situation. 

At the moment, also, we should have in mind that there 
has just been an almost worldwide devaluation of curren- 
cies. Using the fixed dollar as a fulcrum, individual foreign 
countries have taken action designed to improve their com- 
petitive position vis-a-vis the United States, and to maintain 
their competitive position vis-a-vis one another. An increase 
in the dollar price of gold, which is devaluation of the dollar 
by another name, would undo the possible benefits of a ven- 
ture in improved currency relationships which already has 
its doubtful aspects. 

For all of these reasons it is encouraging to know that the 
Secretary of the Treasury has recently reiterated that the 
gold policy of the United States is directed primarily toward 
maintaining a stable relationship between gold and the dollar, 
and that for all practical purposes only the Congress can 
change that relationship. We have maintained an interna- 
tional gold bullion standard by buying and selling gold 
freely at a fixed price of $35 a fine ounce in transactions 
with foreign governments and central banks for all legitimate 
monetary purposes. This has beer; one fixed point in a 
world of shifting gold and currency relationships. We should 
keep it that way as another contribution to international re- 
covery and domestic stability. 

This whole discussion of gold has been a long wind-up for 
what may now seem to you like a small pitch. I want to 
end my remarks with a few words about the Federal Re- 
serve System and the relations of your organization and you, 
as bankers and citizens, with that System. 

In my gold discussion | tried to emphasize what seems to 
me to be a fundamental proposition in the case of a country 
with the domestic and international strength of the United 
States. We can’t have, or we don’t want, both an automatic 
gold coin standard and discretionary control of the reserve 
base by a monetary authority. The existence of two inde- 
pendent and frequently incompatible types of control over 
the reserves of our banking system is undesirable. In the 
light of that finding we abandoned the gold coin standard 
as a control over the domestic money supply, and placed our 
reliance in monetary management by the Federal Reserve 
System. I think it has become established American policy 
that a principal means of Government intervention in the 
economic processes of the country is the administration of 
broad credit powers by the System. In this way a pervasive 
influence may be brought to bear on our economy, without 
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intrusion upon specific transactions between individuals, 
which is likely to be the consequence of more detailed physi- 
cal controls, and which would spell the end of democratic 
capitalism as we have known it. 


I have thought it reasonable to assume that the public in 
general, and bankers in particular, clearly recognized the 
special place of the System in our economy. The fact that 
the development of a national monetary and credit policy 
is the responsibility of the Federal Reserve System should 
fix its place beyond question. This is not a function which 
can be split up and passed around. Many of the activities 
of other Government agencies engaged in making or guar- 
anteeing loans, or conducting bank examinations, or insur- 
ing bank deposits, have a bearing on the way monetary 
policy works, but monetary policy, as such, is one and indi- 
visible. It is only the supervisory and service functions per- 
formed by the Federal Reserve System which are com- 
parable to the operations of these other Government 
agencies. The distribution of these incidental duties among 
such agencies can be largely determined by administrative 
convenience, historical precedent, and economy of operation, 
so long as there are arrangements for consultation to avoid 
unnecessary differences in policy and practice. But overall 
responsibility for holding the reserves of the banking system, 
and influencing the creation of credit by varying the cost 
and availability of those reserves, can only reside in the one 
agency designated by Congress as the national monetary au- 
thority. The Federal Reserve System is not just one of a 
number of Federal agencies having to do with banking. Its 
duties and responsibilities are unique; they range over the 
whole of our economy and touch the lives of all our people. 


somewhat dismayed, therefore, by recent reports 
that the American Bankers Association seemed to hold a 
different or opposite view. It is reported to have recom- 
mended to the Congress the maintenance of parity of com- 
pensation of the three Federal bank supervisory agencies 
(Board of Governors of the Federal Reserve System, Board 
of Directors of the Federal Deposit Insurance Corporation, 
and the Comptroller of the Currency), on the theory of 
equal pay for equal work; equal pay for sharing equally 
heavy responsibilities. I mean no disrespect of the Office of 
the Comptroller of the Currency, nor of the Federal Deposit 
Insurance Corporation, when I say there is and can be no 
such equality of responsibility. The bank supervisory duties 
of the Federal Reserve System are a distinctly minor part 
of its work. There is no desire to increase or add to those 
duties against the wishes of the banks or the best interests 
of the public. To represent the Federal Reserve System as 
just another bank supervisory agency, in the name of main- 
taining proper checks and balances in Federal bank super- 
vision, seems to me to miss, and to misrepresent, the main 
reason for our being. 


I was 


I mention this small but significant item first, because it 
cuts across the whole concept of the Federal Reserve Sys- 
tem and, therefore, cuts across the whole range of our re- 
lationships with you. There are other points of apparent 
difference where we seem to be at odds, or not pulling to- 
gether effectively, because of mistrust, or lack of proper 
consultation, or inadequate study of the broad aspects of the 
questions with which we are mutually concerned. I shall 
touch on a few of them. 


Concentration of power—The picture of a Federal Re- 
serve System trying to arrogate power to itself, which at 
times you have painted, obscures the real picture. The real 
picture would show a Federal Reserve System trying hard 
to keep its powers in working order so that it can discharge 
its responsibilities as a monetary authority, with a measure 


of independence from the pressures of partisan political aims 
and the exigencies of managing a Federal debt which totals 
about $255 billion and, unfortunately, is growing. To lump 
the Federal Reserve System with the other bank supervisory 
agencies at Washington, and to play one against the other, 
is not an attack on the real concentration of power; it is 
giving aid and comfort to those who would seize upon the 
failure of monetary and credit controls as a pretext for fast- 
ening more direct controls upon our economy. 


Organization of the Federal Reserve System—lI have been 
at one with many of you in my opposition to undue centrali- 
zation of control of the Federal Reserve System by the Board 
of Governors at Washington. In testimony before Con- 
gressional committees and in public statements, I have af- 
firmed my belief that we can have in the Federal Reserve 
System a wise blend of national authority and regional re- 
sponsibility, of Government control and private participation. 
I think we shall do well to retain and to improve the regional 
characteristics of the System, both in matters of decentralized 
operation and, more important, in matters of national credit 
policy. I should like to see the bankers of the country, and 
this organization of bankers, give some more thought to this 
problem, and I should like them to offer some constructive 
suggestions concerning it. The climate may be right for its 
calm consideration. 


Reserve Requirements—The Federal Reserve System is 
charged with the responsibility of formulating and admin- 
istering national credit policy. It does this chiefly through its 
influence upon the cost and availability of bank reserves. 
This is a proper exercise of Federal power, and its point of 
incidence is upon the commercial banks of the country be- 
cause only they, among all of our financial institutions, have 
the ability to add to or subtract from the money supply of 
the nation. I question whether there is good and sufficient 
reason for exempting any commercial banks from a minimum 
participation in this national undertaking. It only requires a 
moderately sharp pencil and a grammar school knowledge 
of arithmetic to figure out how you can save money by not 
being a member of the Federal Reserve System, as things 
now stand. But I don’t think this country really likes “free 
riders,” and nonmember banks, in that sense, are “free riders.” 
I know the objections to compulsory membership in the Fed- 
eral Reserve System, I recognize some of its dangers, and I 
think it is probably politically impossible. But it should not 
be beyond our ingenuity to devise appropriate powers of 
fixing reserve requirements, to be exercised within statutory 
limits by an appropriate body within the Federal Reserve 
System; reserve requirements which would be adequate for 
our national purpose, and which would apply to member 
and nonmember banks alike. 


Here is another instance, I believe, where your theory of 
checks and balances, runs the danger of being all check and 
no balance. And let it be clear that this is no attack on the 
dual banking system. State member banks have lived within 
the Federal Reserve System for years, and submitted to its 
reserve requirements, without loss of identity. We welcome 
this continued relationship. Nor am I frightened by the 
existence of a fringe of nonmembers, and the ability of state 
banks to move from one group to the other. A mass exodus 
of state member banks from the Federal Reserve System 
seems to me to be so unlikely as to be outside the range of 
practical consideration. But I do think that all commercial 
banks have a common obligation and a common responsi- 
bility in this matter of reserve requirements, and that they 
should assume the obligation and share the responsibility. 


Correspondent Bank Relationships—Somehow there has 
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grown up a feeling in some places that we in the Federal 
Reserve System are out to undermine the network of corre- 
spondent bank relationships which you have built up over 
the years. Every time we suggest some change in the method 
of assessing reserve requirements, or make some minor im- 
provement in our check collection system, or in our methods 
of providing coin and currency, or in some other detail of 
our operations, the question seems to be raised. 1 can assure 
you that these things are suggested or done in an effort to 
improve the efficiency and economy of our operations in 
terms of the whole banking system, the business community, 
and the general public. There is no hidden purpose. We 
recognize that there are some things which correspondent 
banks can do better than we can, and we are glad to have 
them perform these services. At the same time we would 
caution them against competition in providing services which 
really do not pay their way, and remind them that there are 
some things which, perhaps, the Federal Reserve System can 
do better than they. Surely here is an area, if our motives 


be reasonably pure on both sides, where there is no need for 
friction between us. 


Selecttwe Credit Controls—We have differed on the matter 
of selective credit controls or, more specifically, on the mat- 
ter of control of consumer installment credit. I have ad- 
vocated the continuance of the control which the Federal 
Reserve System exercised, briefly, over consumer installment 
credit. 1 would be concerned over the dangers of any fur- 
ther significant extension of selective controls, whether over 
the credit used in commodity markets, in real estate trans- 
auctions, in inventory financing, or in other forms of business 
lending. Requests for further powers should meet two tests 

is the power really needed and will its use still leave an 
effectively functioning private economy? I have argued and 
still believe that control of consumer installment credit 
ineets these tests. Your official position has been opposed to 
this view. I would ask you, however, whether you are happy 
about the way things are now going in this field of finance. 
Iam not. | suggest that we might sit down together and re- 





Those Names Are Words in Stone 


THE MAGIC AMALGAM THAT IS AMERICA 


examine the problem to our mutual advantage and to the 
advantage of the public which we both serve. 

These are some of the matters which I think deserve your 
constructive attention. A negative approach has been and 
will continue to be effective in stopping the passage of in- 
dividual pieces of legislation, which you happen to dislike, 
but it won’t check the progress of the idea of Government 
controls and intervention, if you have little constructive to 
offer in the face of difficult economic problems. Over the 
years you will win a lot of battles but you will lose the war. 

J recognize and share your dislike for Government con- 
trols and your distrust of too much centralized power. But 
I recognize, as I think you must, that a certain amount of 
Government intervention is necessary to the preservation of 
our political and economic system. The central problem in 
our country, and in all countries but Russia and its satellites, 
is how far such Government guidance and control can go 
without destroying the effective functioning of a private 
economy. In this country, with our traditions of individual 
enterprise, we have preferred to keep such guidance to a 
practicable minimum, and to have it exercised largely through 
broad and impersonal controls—controls which affect the 
general environment. One cornerstone of such a philosophy 
is a competent and adequately powered monetary authority 
which can administer an effective monetary policy. In mak- 
ing monetary policy work to the limit of its capacity, we 
have one of the best defenses against control by Government 
intrusion in our personal and private affairs. 

That is why I should like to see the American Bankers 
Association adopt an affirmative, constructive attitude toward 
the Federal Reserve System. If you don’t like it, as it stands, 
put some real time and effort into the study of ways to im- 
prove it—its personnel, its powers, its organization, its func- 
tioning. In such an undertaking you will have the coopera- 
tion of all of us who are devoting our lives and our energies 
to what we believe to be a worthwhile public service. In the 
struggle of ideas and ideals which now divides the world 


this is a minor front. But it is a fighting front. It is no 
place for a neutral. 


By V. O. KEY, JR., Alfred Cowles Professor of Government, Yale University 


Armistice Day address delivered at Yale University, New Haven, Conn., November 11, 1949 


passing has been marked by the tears of mothers and 
fathers. We can only see, not share that anguish. 
Nor do we gather to honor the dead. In death they achieved 


an honor which the living cannot embellish by word or by 
ceremony or by sign. 


‘ are not gathered to mourn the dead. Their 


Peoples and institutions, above all colleges, live by their 
memories, their hopes, their faith. We are gathered to re- 
fresh our memories, to renew our hopes, to reaflirm our faith. 

Names have been cut into marble and cast in bronze. 
Names, they are, one may say, which for a short moment 
are meaningful to classmates and to friends who soon depart, 
names which become quickly only anonymous lists at which 
the curious stare. 

Yet architects and workmen wrote more than they knew. 
Between the lines in the lists, unwittingly, they etched our 
memories, our hopes, and our faith. 


Adams, Bancroft, Bronson. Morrison, Otis, Porter. Such 
names, and there are many more, evoke memories of our 
country’s long and honorable past, of old crises and tribula- 
tions, always surmounted. They remind us that we are the 
beneficiaries of a heritage bought not only by blood, but by 
the sweat and toil and devotion of generations, a heritage 
not to be accepted lightly but only with the hope that, by 
the fulfillment of our duty, it can be maintained unimpaired. 

Adelman, Danowski, Levin. Andrews, Gallagher, 
O'Keefe. These cannot be read as but names. They sym- 
bolize the magic amalgam that is America. They remind us 
that we have drawn our strength from the corners of the 
earth; that the venturesome and unafraid have come to us 
and become of us; that oppressed men have sought here 
liberty and opportunity and that they have not been dis- 
appointed. 

Biddle, Carey, Chickering. Rabinovitz, Scholtz, Siegel. 
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Are these mere names? Not at all. They are words in stone 
which recall that we have lived, and now live, by a faith 
in liberty and equality. They remind us that our hopes, ever 
approached, never attained, are goals that give us courage 
and guidance. And they destroy the pretensions of those of 
little faith who would call the American dream only a 
mad fantasy. 

Crawford, Hungerford, MacDougal. Frankenthal, Mc- 
Mullen, Randolph. What titles did they carry? Colonel 
and second lieutenant. Cadet and lieutenant-commander. 
Captain and machinist’s mate. Apprentice seaman and pri- 
vate. We are reminded that we gain strength in the achieve- 
ment of our great purposes by each contributing according 
to his ability; indeed, that it is the genius of a free people 
to clear the way for each to give his best to the common 
cause. And we recall that once the anger of debate is dis- 
solved by decision we are accustomed to act together, united 
by the firm will of democratic discipline, be it a matter of 
war or peace. 





Irwin, Morton, Schumann. Dugan, Newcomb, Waldman. 
Where did they fall? Aachen and the Argonne. Bremen 
and Subic Bay. Cambrai and New Caledonia. Chateau- 
Thierry and Corregidor. Tunisia and the Coral Sea. Ver- 
dun and Mindanao. Thus is written in stone our fearful 
power, a power pyramiding up from the mines of Minne- 
sota, the arsenals of Connecticut, the fields of Nebraska, the 
refineries of Oklahoma, the furnaces of Pittsburgh, and the 
men and women of America. We recall that we command 
our destiny. 

Architects and workmen wrote more than they knew. 
Little reveries etched imperceptibly into stone between the 
lines fade and form, gradually grow and transform them- 
selves into a mighty epic. 

Adams, Adelman, Biddle. Carey, Crawford, Danowski. 
Dugan, Gallagher, Hungerford. MacDougal, Morrison, 
O'Keefe. Porter, Randolph, Schumann—our memories, our 
hopes, our faith. 


Business, Foreign Policy and Public Opinion 


PEOPLE ACT ON WHAT THEY BELIEVE TO BE THE TRUTH 
By CHARLES R. WILSON, Chairman, Department of History, Colgate University, Hamilton, N. Y. 


Delivered to the Thirty-sixth Annual Convention 
of the National Foreign Trade Council, New York City, Octobér 31, 1949 


T is a genuine pleasure for me to be here with you to- 
night. It gives me a warm feeling to know that your 
program committee deliberately chose to have a college 

professor address you. Businessmen and professors have all 
too frequently been bitterly suspicious of each other, and in 
my opinion this has redounded to the disadvantage of both. 
On occasion the mutual ill-will has degenerated into name- 
calling. Businessmen have sometimes alluded to professors 
as ‘‘crackpot do-gooders,” and the professors on their part 
have come back with references to businessmen as “‘fascist- 
minded reactionaries.” 

These aspersions not only do no good. They have been 
untrue on both sides. They have resulted from the complete 
ignorance of one group as to the hopes, the aspirations, and 
the ideals of the other. It may well be that individuals in 
each category have justified the worst fears in the other, 
but the generalizations as generalizations are false. I know 
from my own contact with businessmen (and remember, 
every college board of trustees includes many of them) that 
the academic generalization is absurd, and I suspect you 
know from your association with individual professors that 
the business generalization is equally so. 

Now it so happens that in these middle years of the 
Twentieth Century free business enterprise is having difh- 
culties, if the election returns cf the last sixteen years mean 
anything. It also happens that the colleges, and particularly the 
private colleges, which after all are merely examples of free 
private enterprise in education, are having their troubles too. 
This would seem to indicate that neither can any longer 
afford the luxury of misunderstanding the other. Both have 
too much to contribute to each other within the frame-work 
of free enterprise, and, as a matter of fact, they can, by 
joining hands, contribute materially to the preservation of 
the free private enterprise principle. I would like to think 
my presence here tonight is symbolic on that score. 

The subject of my address—Business, Foreign Policy, and 





Public Opinion—stems naturally out of these introductory 
remarks, for the burden of what | am going to talk about is 
misunderstanding. When your chairman extended your in- 
vitation to me, he suggested as a possible theme, “Business 
cannot afford to have its aims and objectives in foreign policy 
misunderstood.” ‘This of course implies that they are mis- 
understood. I think there is no question about that. I think 
it is most unfortunate. But I think that something can and 
should be done about it. 

Let me start my discussion with two important founda- 
tion stones upon which we can build. The first is a funda- 
mental historical principle from the standpoint of action at 
any given time: what people believe ts the truth is far more 
important than what the truth actually is. After all, de- 
cisions have to be made and people have to make them with 
whatever materials are at hand. From the nature of the 
case they can’t wait until the historians sift the evidence 
and come up with the “historical judgment.” Generally 
speaking, popular decisions are made on the basis of what 
people think is right, and so it follows that if they have not 
had an opportunity to discover what is right they are going 
to make mistakes. 

My second point is that business, which in recent years 
has become very much interested in public relations, has 
failed miserably to develop them in any fundamental sense. 
Too frequently, business has been concerned with only the 
superficial aspects. It has restricted its endeavors to specific 
matters and immediate issues, and has largely ignored basic 
considerations and long range objectives. Even when it 
has endeavored to deal with fundamentals, it has more fre- 
quently than not been clumsy, unimaginative and unreal- 
istic. The appeal to fear it has sometimes employed is 
clumsy. The process of compiling expensive brochures to 


be mailed out to people who are already completely sold 
on the point of view they advocate is unimaginative. And 
the belief that full page advertisements in the New York 





























































































































cy snasinae ess ansaions anaes ounces as sae? SitmamaaiaetaaegN 



































































































































116 





Vital Speeches of the Day 





Herald Tribune and other metropolitan dailies reach any 
large segment of the general population is totally unreal- 
istic. The fact is there is only one way for business to be 
properly interpreted to the public. That is through direct 
contact, under auspicious circumstances, by means of busi- 
ness leaders themselves. There is no substitute. Labor has 
learned that lesson and labor is getting results. Business 
would do well to profit by labor’s example. 


But let's get down to cases. Let’s take the field. of for- 
cin affairs. What does the public, rightly or wrongly, 
believe is the attitude of business in general toward the 
chief problems in our foreign relations? More important, 
what motive does the public ascribe to business for the 
attitude it believes business takes? Let me emphasize at 
this point that I am acting merely as a reporter. I am 
drawing no indictment. Personally, I don’t think there is 
such a thing as a general, monolithic business attitude on 
these matters. But the public thinks so, and I am merely 
endeavoring to report its belief to you in the hope that 
something can be done to correct the misapprehension. 


To begin with, there can be no doubt but that a large 
segment of the public—far larger, | think, than you have 
any idea—believes the State Department is an annex of 
Wall Street. ‘his will probably come as a surprise to you, 
who have perhaps felt that the State Department is the 
sanctuary of all the unemployed left-wingers in the country. 
Nevertheless, this public—consisting very largely of the 
group who have kept the Democratic Party in power for 
the past sixteen years—is certain that even in a Democratic 
administration business pulls the strings and the State De- 
partment puppets jump. To the public, State Department 
officials are still “the striped pants boys.’ Their back- 
yround is independent wealth, exclusive prep schools, the 
Big ‘Three, high finance aud a highly developed class con- 
sciousness—the old school tie in the very worst sense. The 
best explanation of why the general public was not espe- 
cially alarmed when a batch of Communists was turned up 
in the State Department recently is that it believed the old 
yuard was so firmly in the saddle that a few Communists 
more or less made little difference. Now this is a tip-off to 
the public’s view of business’s principles and purposes in 
foreign policy. 

Let me run over some of the main points: ONE: The 
public—and I use this term in the restricted sense I have 
just indicated—believes that business is indifferent to the 
United Nations. It is certain that business is opposed to 
any kind of effective international organization because that 
would involve a sacrifice of sovereignty which would deal 
a death blow to economic nationalism with all its tariff and 
currency trappings. The United Nations as an organiza- 
tion of questionable effectiveness might be expected to enlist 
business’s support. But for the very reason that business 
regards it as weak, impractical, and nothing but the pre- 
cious toy of starry-eyed idealists, it holds it in contempt. 


TWO: The public thinks that business is opposed to the 
reciprocal trade agreements. It believes that business has 
never progressed much beyond the mercantilistic doctrines of 
the 18th Century, or at least the protective principles of 
the 19th, when both domestic and world conditions were 
quite different than they are today. It thinks that because of 
particularistic selfishness, business has lost sight of the fact 
that as a nation we can’t sell if we don’t buy. It believes 
that in the interest of immediate gain business has ignored 
long term advantage. It feels that the philosophy of present 
day businessmen is “After me the deluge’’—that either busi- 
ness doesn’t understand or doesn’t care what the future may 
bring. 


THREE: The public believes that business favors the 
Marshall Plan but for the wrong reason. It doesn’t give 
business credit for being sincere about wishing to recon- 
struct and restore Europe in the interest of humanity, civili- 
zation and the basic principles so dear to America. It sus- 
pects that business's objective is to use public tax monies to 
provide an assured market for surplus American produc- 
tion, thus keeping prices at a scarcity level at home and 
piling profit upon profit until the public’s back is broken. 
This is one reason why President Truman's recent state- 
ment regarding higher taxes next year has done him no 
political harm. The public expects these new taxes to come 
largely from business and feels that this will effect a sort 
of rough hewn justice. 

FOUR: The public believes that business is unalterably 
opposed to the Point Four program calling for aid to the 
underdeveloped areas of the earth. It feels that this op- 
position ignores the moral factors involved, and is oblivious 
of the consideration that perhaps only by such a program can 
peace be assured and the spread of Communism checked. 
In its opinion business regards the underdeveloped areas as 
its special plum and will tolerate no government-inspired 
native competition against complete exploitation by Ameri- 
can business interests in the interests of American business. 

FIVE: The public believes that business is opposed to 
Communism, but again for the wrong reason. To it the 
essence of the Communist danger is political, but it believes 
business is chiefly concerned with the economic threat. It 
quotes the business leader who is reputed to have said: 
“Well, one thing you can say for old Joe Stalin: He shoots 
his strikers’’ as evidence that business is not concerned so 
much with the principle of dictatorship as it is with who 


is doing the dictating and what the dictatorship’s objectives 
are. 


SIX: The public believes that in its blind fear of the 
economics of Communism, business favors backing every 
reactionary regime in the world, regardless of its back- 
ground, its principles, its methods, and the fact that it 
necessarily represents everything that business professes to 
fear from Washington. Specifically it believes that business 
applauds the Peron regime in Argentina and that it thanks 
God for Franco in Spain. It believes that for the same 
reason business wants to see the former Nazis put back in 
control of Germany, the Mitsubishi returned to their domi- 
nation of Japan, and an all out effort made to restore the 
Chiang regime in China. 

SEVEN: The public believes that business wishes a war 
with Russia—the sooner the better. It thinks business is 
convinced, first, that Communism, as the mortal enemy of 
capitalism, must be destroyed before the world can be made 
safe for Capitalism, and, second, that Russia is the last 
remaining obstacle to full enjoyment of the benefits to be 
derived from what is already being called “The American 
Century” and the greatest prospective imperialism the world 
has ever known. 

Now before somebody yields to the temptation to shoot 
me, let me hasten to remind you that I am merely report- 
ing. This is not my indictment; this is the public’s. And 
if you think for a minute I am exaggerating you had better 
go out and check with the man in the street or get in touch 
with any agency concerned with public opinion and find 
out for yourself. 

Even if I thought there was such a thing as a business 
viewpoint, I wouldn't pretend to know what business really 
thinks on these matters. But I would be morally certain 
that on some, if not on all these points, the public is dead 
wrong, both as to business’s principles and its motives. I 
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know, for example, that there are wide differences of opinion 
among business men regarding the reciprocal trade agree- 
ments. I know that the Russians have wooed the former 
Nazis in their zone of Germany far more ardently than 
the Americans have in theirs, and that therefore our hand 
is forced quite independently of what business might or 
might not wish. I reject out of hand that business wants 
war with Russia. I don’t believe business wants war with 
anyone now or in the future. 

Well, if the public has the wrong conception of what 
business is about, whose fault is it? Here I do draw an 
indictment. I submit to you that the fault lies with business 
itself. How can the public be expected to understand busi- 
ness’s attitude on these basic matters unless business itself 
takes the trouble to inform it. But to date most business 
men have been too engrossed in business for its own sake to 
be willing to bother. It is a tragic mistake. Business men 
should be the first to recognize that business cannot be con- 
ducted in a vacuum. Instead they seem to have been the 
last. And the price they have paid is enormous. 

The most tragic feature in the situation is that there are 
widespread facilities by which business could correct the 
public misapprehensions. But it requires effort. Business 
men have got to get out of their offices to achieve it. They 
can’t buy it. Editorials in the Wall Street Journal won't 
do any good. Neither will intermission lectures on expensive 
radio programs. ‘hey have got to meet the public in public, 
and by personal contact, as well as by the defense they can 
marshal, allay the suspicions they have allowed to develop 
by default. 


Public opinion in this country is molded to a very large 
extent not merely by the politicians, but by honest, sober- 
minded, responsible community leaders who have drawn their 
information from the conferences, the forums, the councils, 
and the town meetings with which this country abounds. 
But generally speaking, business is indifferent to this tre- 
mendous force for good. Business men say they are too 
busy to attend such conferences. Businesses say they cannot 
afford to detach men to participate. And then they wonder 
why business is misunderstood. 


Let me say here and now that this is not true of all 
business organizations. The International Business Machines 
Corporation and the various divisions of the Standard Oil 
Company, among others, have been acutely aware of the 
important part these agencies play in molding public opinion. 
It is no mere coincidence, therefore, that IBM enjoys an 
exceptionally high rating in the public mind, and that 
Standard Oil, which at one time was the most feared and 
hated corporation in America, has materially improved its 
position. Standard Oil did not achieve this change in opinion 
by sealing itself hermetically from the public. It went out 
and earned it. 


But elsewhere in the business community the situation 
for the most part is discouraging. Let me give you a case 
study by way of example. I happen to be the Director of 
the Colgate University Conference on American Foreign 
Policy. I think I can say without boasting that last July 
we had at Colgate one of the most significant conferences 
in the United States. At least that must have been the 
opinion of the New York Times, the Christian Science 
Monitor, the Associated Press, and the Pathfinder News- 
magazine, all of which sent full time men to the campus 
to cover it. We had no axe to grind. Our sole purpose was 
to assemble a group of representative community leaders— 
business men, labor leaders, farmers, educators and ministers 
—from the entire northeastern seaboard in order to bring 
them abreast of current developments in foreign affairs. It 


was our expectation that they would return to their home 
communities and in succeeding months make a contribution 
to a genuine understanding of foreign policy at the grass 
roots level. I think you will agree that this is one of the 
urgent needs of the times. 

The Carnegie Endowment for International Peace par- 
tially underwrote the expenses, and other agencies such as 
the State Department, the United Nations, The United 
States Mission to the United Nations, and the Foreign 
Policy Association gave their heartiest cooperation. 

The program, which was divided into round-tables, panels, 
forums, luncheon discussions, and evening plenary sessions, 
featured such front page personalities as Senator Brien 
McMahon of Connecticut; Jefferson Caffery, the United 
States Ambassador to Egypt; Spruille Braden, former As- 
sistant Secretary of State and former Ambassador to Argen- 
tina; Norman Thomas; James Phinney Baxter, President 
of Williams College; Cord Meyer, Jr., President of the 
United World Federalists; Governor Thomas E. Dewey; 
William A. Lydgate, Editor-in-chief of the Gallup Poll; 
Stefan Osusky, former Czecho-Slovak Ambassador to France, 
and many others. The conference was successful beyond our 
expectations. 


We had noteworthy cooperation from all quarters—ex- 
cept business. We wanted business well represented, not 
only because of our feeling that business men could make an 
important contribution, but because we felt they themselves 
would benefit significantly from the exchange of opinion 
which was the central feature of the Conference. We wanted 
them on the program and we wanted them as regular dele- 
gates. In order to make the Conference more attractive, we 
set up a luncheon discussion on “Business and Foreign 
Policy,” and a four-day round-table on “International Eco- 
nomic Problems.” Our attempt to staff the program led 
us through almost the complete roster of top business men 
in the country, to no avail. Mr. Spruille Braden, Mr. Noel 
Sargent, Secretary of the National Association of Manufac- 
turers and Mr. Wilbert Ward, Vice President of the Na- 
tional City Bank finally had to bear the brunt of public 
responsibility almost alone. 


In our efforts to enlist delegates, we sent out nearly 
seven hundred invitations to business organizations by first- 
class mail. The net result was two acceptances: the Standard 
Oil Company of New Jersey, and the Stanley Home 
Products Corporation of Easthampton, Massachusetts. True, 
as it turned out, there were other business men present— 
but some of them came as a result of the persuasiveness of 
members of the Colgate University Board of Trustees, and 
the rest were Colgate alumni who came largely out of 
loyalty to the University. 


Here was a magnificent opportunity for business men to 
propagate, under the very best circumstances, the business 
point of view. What answers did we receive to our invita- 
tions? I quote from the correspondence. The President 
of a large manufacturing concern: “I have to be on the West 
Coast during the week in question.”” The Treasurer of a 
large shoe manufacturing company: “It is certainly a most 
intriguing invitation and I regret exceedingly that it comes 
at a time when no one from our organization will be able 
to avail himself of the opportunity which you have pre- 
sented.” The Personnel Director of a major heavy industry: 
“Unfortunately my present plans indicate that I will be out 
of town during that period.” The President of another large 
manufacturing concern: “Business conditions will not permit 
my attendance at this conference.” The Vice President of a 
major container corporation: “I am now, and expect to be 
at that time, heavily involved in contract negotiations.” The 
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Vice President of a major radio network: ‘““We will not be 
able to send anyone because of the shortage of staff personnel 
due to vacations.” 
[Jo you recognize the common denominator in all these 
letters—it is indifference and lack of interest. I make no 
pecial plea for the Colgate Conference. What | am en- 
deavoring to point out is that business’s reaction to it is 
typical of its reaction to the many similar projects all over 
the country that play such an important part in forming 
public opinion. But what of the business men who attended 
the Colgate Conference? What did they think about it? 
‘They were unanimous on two scores, first, that business had 
been sadly under-represented and consequently was pretty 
badly shoved around, second, that they had gained important 
insights as a result of the Conference which they could not 
have achieved in any other way. Let me cite you paragraphs 
from two post-conterence letters by way of illustration. The 
President of one of the major banks in the country wrote: 
“It may be that | am somewhat over-conscious of the 
tundamental interest which business has or should have in 
our foreign policy and foreign programs. I do not look 
upon foreign aid, for example, as something which can be 
undertaken by the Government out of hand and in dis- 
revard of the. business community. 


Government, in the last analysis, produces nothing; 
and the problems of the world today are problems of pro- 
duction and distribution and not problems of money. 
Because I believe this so strongly, I felt that there should 
have been at the Conference a stronger representation from 
American business. It would have been particularly use- 
ful to have had some of our leading business economists 
. who are wrestling, each day, with economic problems 
they affect the life of the business community. It 
would have been a refreshing thing, I think, if the 
delegates could have had an opportunity . to listen to 
a discussion between these practical economists and some 
of the Government’s spokesmen who were present. This 
* not said by way of criticizing the bureaucratic point of 
view, but only to point out that there are fundamental 
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Bigness and Monopoly 


WHY PENALIZE SUCCESS AND EFFICIENCY 


differences in economic concept which might well have 

been elucidated. 

I think you have performed an exceptional service . . 
to the community at large in arranging the conference, and 

I want you to know how much I enjoyed my participation 

in it.” 

And, from a foreign trade officer of another major New 
York Bank comes this exceedingly significant statement: 
‘“  . I cherish the experience I gained and consider it 
a unique opportunity of sitting together with people of 
widely divergent views. It became quite apparent to me 
that we business men are living in one world, and each of 
the factions represented there in another. Colgate Uni- 
versity in promoting this Conference has provided neutral 
ground on which these people could sit side by side and 
discuss these matters with tolerance and respect. Op- 
portunities of this kind are very rarely available, and it 
is possibly because of this that such deep animosities exist. 
I am sure that those who participated in this Conference 
have compromised on their somewhat rigid views. The 
result therefore, is a more constructive attitude on the 
part of the participants thereby fulfilling, to my mind, 
the splendid efforts of the organizers of this Conference.” 


Now there you have it. Two business men who have had 
actual, first-hand experience with this type of endeavor see 
eye to eye. They lament that business was not sufficiently 
concerned with keeping the record straight to take advantage 
of a golden opportunity which was presented to it. They 
further admit that personally and business-wise they bene- 
fited considerably from the give and take of the Conference. 
But they are saving much more than that. Between the 
lines they are saying, (1) what the people at any given time 
believe to be the truth is far more important than the truth 
itself, and, (2) business is suffering by default in one of the 
most important aspects of its public relations. 

Your chairman is right. Business cannot afford to have 
its aims and objectives in foreign policy misunderstood. But 
they are going to be misunderstood just as long as business 
is satisfied to do nothing about it. 


By CRAWFORD H. GREENEWALT, President, E. I. du Pont de Nemours and Co., Wilmington, Delaware 


EFORE I try to deal with the problems of bigness 
and monopoly—both very controversial subjects—let 
me see if | can define the economic area in which 
there is agreement. I think we can all get together on the 
desire tor economic progress. We all want a stronger Amer- 
ca—a more prosperous America—an ever better place in 
which to live. We have won for ourselves the highest living 
standard in the world, and the benefits of our economy are 
spread among all our people, perhaps not so widely as we 
would like, but nevertheless more widely than in any other 
country. 

As a nation we are not content to stay put. We are eager 
to push ahead—to reach ever higher—to spread the benefits 
of our productive genius ever farther. 

Che quarrel comes not in what we want to accomplish 
but how best we can get at it. 





Delivered at the National Press Club, Washington, D. C., September 29, 1949 





That is where the problem of bigness in business first 
rears its head. We have big business—we have always had it. 

But many people now seem to regard big business as in 
some way inimical to the public interest. They look upon 
large corporations as “monopolies,” “concentrations of eco- 
nomic power,” selfish and heartless, seeking economic ag- 
grandizement for themselves at the expense of the rest of 
the people. Believing that, it is a natural consequence to 
favor the use of political power to restrict corporate activi- 
ties, to bring their operations under the control of the gov- 
ernment, and in some cases to break them up. 

Any one who has studied the economic problems of the 
nation must know that these premises are wrong. A busi- 
ness, whether it be big or little, to be successful must serve 
the public interest; and if a business grows it does so because 
the quality and price of its products win public confidence. 
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Its ultimate size is then dictated only by the aggregate de- 
mand of its satisfied customers. There is a clear difference 
between protecting competition and protecting competitors, 
and true and lasting economic progress lies in encouraging 
the most efficient producers so that all people may have more 
and better things for their money. 


Actually growth in an industrial enterprise has only one 
connotation—and that is success in pleasing three groups of 
people—its customers, its employees, and its stockholders. 
That is no easy task. The record also shows that there is 
nothing static in that success once it is achieved. If you will 
look at the lists of the largest industrial corporations in this 
country year by year since the beginning of the century you 
will see that success in business, as in any other endeavor, is 
indeed a fugitive thing. Most of us have forgotten that 
some of the leaders of a generation ago ever existed, and 
that is because the decision that led to their downfall or 
shrinkage was taken, not by government, but by the most 
powerful body in this country—the customers with dollars 
in their hot hands searching eternally for lower costs and 
better quality. 

The Du Pont Company is successful and it is big, and in 
saying that I am merely reciting cause and effect. Those of 
us who are responsible for its management are thoroughly 
and painfully aware that that success comes about through 
public acceptance of the goods and services we offer. Should 
we ever fail in maintaining that acceptance, we will lose 
business and someone else will gain it. And that, gentlemen, 
wili bring about a breakup of what has been called the 
“Du Pont industrial empire” far more quickly and far more 
devastatingly than any outside attack. 


“Monopoly” is a word in the glossary of modern termi- 
nology which is much used, and much abused. We now have 
a legal interpretation that says “monopoly” is the manufac- 
ture of a large share of any product by any one company 
regardless of how competitive that product may be with 
other matetials doing the same job. To add to the legal 
confusion, the word “share” appears to mean anything be- 
tween 30% and 100% depending upon circumstances which 
are also as yet undefined. 

The political interpretation of “monopoly” seems to be 
that anyone who is big has it, and very recently we have 
been given the concept that if as many as three or four com- 
panies have a majority of a market they are said to be 
monopolists, or “oligopolists’” as the erudite call it, regard- 
less of how intense the competition be between them. 

Actually monopoly means “one seller,” and the test of 
monopoly is whether the buyer of any article has freedom 
of choice in fulfilling his requirements. If he can make his 
purchase from only one source, then a monopoly exists, even 
though that monopoly may be a perfectly legal one, such as 
the purchase of electric power in many of our communities. 
But if he can select from among several materials, each of 
which will to a greater or less extent relieve his need, then 
no monopoly in any real sense exists. The choice becomes 
that of the customer and he can buy or refuse to buy with- 
out compulsion and according to his best judgment. 

The term “monopoly” has also been given the implication 
that it is intended to smother or to exclude competition. 
The chemical industry is popularly depicted as a haven of 
monopoly, yet it is in fact one of the most competitive in- 
dustries in the world. 


There are something like 9,000 companies engaged in the 
manufacture of what the Census Bureau describes as “‘chemi- 
As a corporation, the Du Pont 
of the 


cal and allied products.” 
Company is the largest of these and has roughly 8% 





trade in this segment of American industry. Individually, 
however, few of our products lead their fields. In most in- 
stances our leading competitors are more important factors 
than we in many of our markets. 

In the paint field, Sherwin-Williams is bigger than 
Du Pont and both of us fight for business among nearly 
1,200 active competitors. American Viscose is larger than 
we in viscose rayon; Celanese in acetate rayon, and there 
are about 15 other important companies in those fields. 
Union Carbide is bigger than we in plastics; Allied Chemi- 
cal in nitrogen products; Eastman Kodak in photographic 
film; Dow in chlorine products and also in insecticides. 

I say that without shame,—because it comes about as a 
matter of deliberate policy—a policy of diversification which 
1 believe has operated in the interests of the consumer, of 
the Du Pont Company, and of the public at large. With 
limited resources for capital expenditure, we have no wish 
to strive for a fixed percentage of any market. To do so 
would prevent us from exploiting to the full the new de- 
velopments produced in our research laboratories, and that 
I think is our greatest challenge and our greatest responsi- 
bility. Any success we might have in excluding competition 
in viscose rayon, in paint, or in sulfuric acid might very 
probably make us miss a neoprene synthetic rubber, a cello- 
phane, or a nylon, and that would be advantageous neither 
to us nor to the public. 





For the Du Pont Company, and I believe this is also true 
for the chemical industry, I can say categorically that our 
present size and our present success have rot come about 
through a process of stifling competition by absorbing com- 
petitors. 

It has come about through the new products and new 
processes that have been developed in our laboratories, and 
the proof of that statement is in our sales figures. Sixty per 
cent of Du Pont sales in 1948 consisted of products that 
were not in commercial production in 1928—just two dec- 
ades ago. 

Experience in other countries has shown that the hand of 
monopoly is a dead hand indeed. It profits no one, least of 
all the company that attempts to practice it. 

The Du Pont Company has existed for nearly one hun- 
dred and fifty years in an atmosphere of free and vigorous 
competition. We have done well under that system and we 
like it. Competition is a prod that keeps us continually on our 
toes. We think we are stronger because of it; we think we 
would be weaker without it. The opportunities for growth 
and service in our industry through the development of new 
things are limitless. It is utter foolishness to think that 
growth in any of its varied phases can be brought about only 
by the elimination of other manufacturers. 

It should be obvious to anyone that big businesses are 
essential in the complex economy in which we live today. 
A business is simply a pool of people’s resources—the re- 
sources of a group of employees, of a group of investors to 
accomplish a given task. Since there is a limit to what any 
one man will risk, the larger the task the bigger the pool 
must be. If we want low-priced automobiles, low-priced 
radios, low-priced television sets, we must have a large team 
of people to work and venture so that the benefits of mass 
production can be applied to those products. 

It follows also that big business has its own peculiar re- 
sponsibility—that is to devote itself to those tasks that re- 
quire its full resources of manpower, of finance, of talent. 
So far as Du Pont is concerned we have endeavored over the 
years to tackle the difficult projects that make full use of 
the resources we enjoy. I would like to cite a few examples 
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out of many in which that policy has been successfully em- 
ployed. 

The United States had no dyestuffs industry worthy of 
the name prior to the First World War and was dependent 
on Germany even for the dyes with which to print stamps 
and money. Du Pont was one of the pioneers in instituting 
dyestuffs manufacture in this country. What that venture 
cost like-minded chemical manufacturers I do not know. I 
do know that for Du Pont it was eighteen years and 43 
millions of dollars before profits offset losses. 


In the early twenties we built a plant in West Virginia 
to manufacture ammonia and other chemicals by the appli- 
cation of pressures unheard of commercially up to that time. 
That was another long and expensive trip since it was more 
than ten years and many millions of dollars before that de- 
partment began to show black ink on its profit and loss 
statement. 


Nylon is at the same time one of our greatest successes 
and one of our greatest gambles. Basic research leading to 
this development was started in 1928 but it was not until 
1940 and the expenditure of about 27 millions of dollars 
that we were able to sell the first pound made in a commer- 
cial unit. 

Some of you may have heard that we have a new textile 
fiber in the making which we have called “Orlon” acrylic 
fiber. We are building the first commercial unit for its 
manufacture at Camden, S. C. We have hopes for that 
new product but I must admit that we do not yet know 
whether it will be a sheep or a goat. Before we find out, 
sometime in 1950 or 1951, we will have gambled $7 mil- 
lion in research and $15 million in plant investment. 

Nylon, ammonia, dyestuffs have been profitable items for 
Du Pont. But don’t think for a minute that Du Pont stock- 
holders were the only gainers. There were thousands of 
men and women who got jobs that never existed before. 
There were millions of consumers whose standard of living 
was raised by each such success. There is the country itself, 
stronger both in peace and in war. When these gambles 
pav off, everybody benefits. 

And research itself is perhaps the greatest gamble of all. 
You gentlemen see only the successes described in high- 
sounding releases from our Public Relations Department. 
What you do not see is the long list of failures—the brave 
new ideas that don’t pan out. I speak with deep feeling be- 
cause as a research man I had lots of those brave new ideas 


myself that ended in the trash can. 


Statistics on failures are difficult to come by but it is a 
fair approximation to say that not more than one out of five 
research dollars pays off. That means simply that if the 
direct cost of nylon research is say five million dollars, there 
is perhaps twenty-five million dollars worth of unsuccessful 
research that has to be paid for by that one successful de- 
velopment. We are playing with very blue chips indeed. 

And our success in the future, if we are fortunate enough 
to have it, will come not because we have taken business 
from someone else, but because we are able to keep that 
stream of new products and improved processes continually 
flow ny 

On many of these developments we have for seventeen 
years right of manufacture by virtue of patents 
granted us under the laws of the United States. Nylon is 
one of those developments. But let me assure you that 
while we are the only manufacturer of nylon, we have in 
no sense a monopoly of the applications for that product. 
Nylon competes for the custo er’s dollar with every syn- 


the sole 


thetic and natural textile fiber. Your wives may have their 
stockings, dresses and lingerie made of nylon, but you may 
be very sure that if price and quality are not competitive, 
the ladies will turn to silk, rayon, or in fact anything that 
better suits their fancy and their purse. If we are not suc- 
cessful in meeting the competitive requirements of the market 
place we may continue to be the only manufacturer, but we 
will have nothing but red figures on the balance sheet to 
show for it. And that is cold comfort indeed. 


With our new products it is essential that we strive for 
the largest market, not for the highest price or the highest 
profit. We introduced cellophane many years ago and costs 
of manufacture by the methods used then forced us to sell 
it at $2.65 a pound. It was used initially only in wrapping 
luxury items, such as perfumes, bath salts, and fancy candy 
boxes. Some purchasers even thought it valuable enough to 
keep in their safes. Today, as a result of technological im- 
provements and increased volume, cellophane sells for around 
50 cents a pound. Because of that low price, cellophane now 
protects the most commonplace articles and saves millions 
of dollars annually in eliminating waste and spoilage of food. 


And so to strive for the largest market, at the lowest price 
that yields a reasonable return on our investment, is a 
policy which serves many ends. It is beneficial to the public 
in making available to them an ever-increasing flow of the 
goods and services they desire. It is beneficial also in cre- 
ating new opportunities for employment, and, finally, it is 
profitable to us as a corporation and so provides our 100,000 
stockolders with a return on their capital. 

There is much misconception also about the relationship 
between big and little businesses. The idea has been put 
forward that big businesses grow by swallowing little busi- 
nesses or by limiting their growth. Nothing could be farther 
from the truth. No little business could compete with us in 
nylon for the reason that no such business could bring to- 
gether the capital and technical resources required for an 
eficient producing unit. We, on the other hand, have no 
interest in competing in spheres where we can make no 
substantial technical contribution, and there are many activi- 
ties, particularly in fields of marketing and distribution, that 
small businesses can do better than we. It is, in addition, 
essential for us to pursue a cooperative relationship with 
those small businesses since they are the suppliers of our 
raw materials and the primary consumers of our finished 
products. 

Let me cite an example. We make nylon yarn and sell it 
to whoever will buy. Your wife buys, let us say, a nylon 
blouse. Between the sale of that yarn and that blouse are 
the throwster who twists the yarn, the weaver who weaves 
it, the finisher who finishes and dyes it, the cutter who makes 
the garment, and the retail store that sells it. For the most 
part those are small businesses. They need us; we need 
them. We thrive together by virtue of a cooperative rela- 
tionship. Perhaps I can put it for you quantitatively. Your 
wife pays about $1.50 for her nylon stockings. We get 
about 10 cents for the yarn that goes into them, and the dif- 
ference represents the contribution, the opportunity, and 
the profit of the many smaller businesses that lie between us 
and the final consumer. 

Had we the power and the desire——which we do not,— 
to swallow these businesses or to drive them out of existence, 
we would indeed be killing the goose that lays the golden 
egg. 

I have spoken about big business and about monopoly. 
Let me say a word about the laws that regulate them. We 
have had on our books for many years the Sherman antitrust 
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law. The Du Pont Company is now and has always been 
heartily in favor of that law and the safeguards it provides 
for our system of free, competitive enterprise. Unfortu- 
nately that law states an objective and prescribes no rules so 
that the ideology of enforcement is left to the shifting winds 
of political thought. This had led to continuing changes in 
interpretation as one court decision succeeds another. Un- 
fortunately also, no practical statute of limitations applies,— 
so business frequently finds itself attacked for acts done 
many years ago in all good faith and with the best legal 
advice available. 


I do not want to leave the impression that business, 
whether large or small, has never made mistakes. A business 
is a group of people, subject to the same human frailties as 
people in any sphere of activity. We must not let the occa- 
sional error blind us to the overriding benefits our industrial 
system has brought. That system has made America the 
strongest nation on earth, and its free development will carry 
us to new heights. 


The controversy which is rising to a climax in this coun- 
try over so-called “monopoly” and big business is a matter of 
vital interest to all of its citizens. 





This nation has grown strong by allowing the forces of 
the market place to rule—the business laurels falling to 
whoever is able enough to win them, the law present to 
insure fair play. I do not see that there is any tenable 
alternative. In the national interest no steps must be taken 
that penalize success and efficiency. We dare not hobble the 
willingness of a business to venture by refusing it the fruits 
of its success or by holding out the doubtful privilege of 
government regulation when that success has been achieved. 
We can preserve competition only by allowing it to operate, 
and so to make effective the votes of thousands of satisfied 
customers. 


It is vital to the strength, happiness and future standard 
of living of the people of this country that we permit the 
free growth and development of large businesses capable of 
taking the great risks involved in the difficult industrial 
tasks, for we cannot have what we do not produce. 


I have spent many of my working years in the fields of 
science. I learned there a fundamental principle—never to 
discard the results of a well-demonstrated experiment in 
favor of an untried hypothesis. I would urge that that prin- 
ciple never be forgotten in dealing with these vital problems. 


Today’s Challenge to the Lawyer 


NO LONGER A SPOKESMAN 


FOR FREEDOM 


By FRED ELDEAN, Public Relations Counsel, New York, N. Y. 


Delivered before the 53rd Annual Meeting of the Indiana State Bar Association, 
Richmond, Indiana, July 9, 1949 


HETHER Commodore Vanderbilt ever said, “Let 

the public be damned,”—and that, of course, is dis- 

puted—by tradition at least he set in motion a 
chain of far far-reaching and, to some, rather terrifying 
consequences. The sudden discovery of the public met with 
mixed reaction. It was a shocking thing that the public 
should be considered as anything other than as customers. 
Industry didn’t like the sight nor the thought of the public; 
a quick glance was sufficient, and industry did the typical 
thing, the ostrich act. It stuck its head into the sand. Thus, 
it escaped only to find its anatomy a fair target for further 
assaults while the public seemingly applauded. 


Then industry, finding that position untenable, shifted to 
another position. It went out and hired newspaper reporters 
to use their influence to keep industry names out of the 
papers. This was the era in public relations that might be 
characterized as the “buddy approach.” The reporter tried 
to persuade his former fellow reporters or buddies that his 
client was an all right sort of fellow. What if the boss of 
a big department store was caught in an embarrassing spot 
with that beautiful blond? He was a good advertiser, and 
it would only hurt the reputation of the store and that 
would only mean less revenue and fewer ads and the story 
ought to be killed. It was a good line, but it didn’t work, 
so the reporter lost his client and the buddy approach went 
out the window with him. I don’t mean to say that there 
aren't a good many ex-newspapermen who are doing a very 
fine job in the public relations field, but it characterizes an 
approach that seemed to be engaged in at one period. 


Now, psychology is characterized by situations where a 


person goes to an opposite extreme to counter a public show- 
ing of a weakness. Whatever the psychology, industry 
swung to another extreme; suddenly it became infatuated 
with the idea that it should get into the news as much as 
possible. This is the “free lunch’ approach, however, ac- 
companying advertising rather than the nickel beer; or less 
than that, just grabbing the free lunch without the benefit 
of advertising. 

Closely allied with this approach came the “stunt” era: 
“Do anything as long as it makes news’ was the motto of 
the school of publicity men who had not yet aspired to the 
title nor to the dignity of the profession of public relations. 
They were content to be press agents without frills or 
trappings, honest stunt men proud of their acts. Eventually 
they ran out of acts and they resorted to some soul-searching 
contemplation. 


They found out that all was not well; there were some 
sore spots that appeared not to look good when exposed to 
the public gaze. The public did not like some of the things 
about industry nor some of its practices. Maybe this was 
due to industry’s lack of personality; it needed to know 
how to make friends and to influence people. Public rela- 
tions was defined as “making people like you,” so industry 
put on its best Pepsodent smile. That appeared to help and 
there came into vogue the “cosmetic” school of public rela- 
tions. “Save the skin and you save all” was the motto. But 
this was a little unhealthy and gave only temporary, if any, 
relief. Cosmetics might make industry look pretty but it 
didn’t relieve arthritis. Also it was difficult to beautify in- 
dustry as one did an actress. Anna Held’s publicity men, 
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as some of you might remember, had her take a bath in milk 
tor her publicity health. But the public relations man 
couldn't dunk a corporation. 


All the time the public, urged on by demagogues, polli- 
noans, the well-intentioned, the thoughtful, and the nit-wit 
alike, pursued industry relentlessly; there was no escape. 
Hit fairly on one side and unfairly on the other, industry 
was confused and confounded. It was a perfect set-up for 
psychoanalysis, and industry was thoroughly psychoanalyzed. 
But industry found itself bogging down in a mire of cen- 
tusion, steadily sinking in public appreciation measured by 
iny standard other than that of sales. 
in this situation there emerged some thoughtful men who 
saw that public relations began with industry’s policies. If 
industry's policies were not right industry would not stand 
right with the public. ‘Then began a sound and fundamental 
ipproach, the policy approach which frankly and openly faced 
the tacts of lite as far as industry was concerned. It is true, 
of course, that that is your starting point in public relations. 
You have to have a fundamentally sound situation. But the 
corollary of that is not true, and that is, we will sav, the 
doctrine of res tpsa loquitur. The thing doesn’t speak for 
itself. In this modern age of communications, in this modern 
aye of competition of ideas for attention, a thing no longer 
peaks for itself; it has to be interpreted. 
Now, the first evidence on that point that you can adduce 
in relation to products. Nobody believes anymore that 
can put a product on the market and let it speak for 
self. ‘Loo many people have wound up in the bankruptcy 
court having attempted that procedure. As an illustration 
of a group that certainly has done an outstanding job but 
who failed to interpret themselves to the public so that the 
public would understand what they were doing and would 

eet the challenges that were thrust at them, I would like 
to cite the medical profession. | think that any of you who 
have looked into that situation at all realize that we have 
n this country the highest standard of medical care in the 
world. Despite all the shortcomings, we have the finest 
vedicine and have made the greatest progress in the world. 
\nd yet medicine today is fighting a rear guard action; it 
nas its back against the wall resisting the pressure for 
socialized medicine. Now, an industrial executive has pointed 
out that in this kind of situation you lose the battle only 
once. ‘The left-wing militant minority groups, however, can 
atford to lose more than once, and it is a part of their tech- 
nique that they are persistent; they will be back. ‘They 
have figured in their calculations that they will lose in this 
ession of Congress, but they will be back at the next session. 

If any of you are no naive as to believe that this pressure 
has developed from some spontaneous reaction on the part 
ot the public, | would like to cite and refer to you a docu- 
ment which is appalling when you get into it:—a document 

the National Industrial Conference Board. Some of 
vou may be familiar with it. It is called FEDERAL 
PHOUGHT CONTROL.* A fellow-Indianan, Congress- 
man Harness, was chairman of the committee that issued 
that report. In this document they trace the sources of the 
propaganda that has created the idea that medicine is so 
had that we need to take these revolutionary steps. They 
prove how a small “‘cell’’ was the center that spread the 
propaganda. And lest any of you think that the present 

*FEDERAL THOUGHT CONTROL—A Study in Govern- 
ment by Propaganda, by Forest A. Harness, Member of Congress 
from Indiana; Chairman, Sub-committee on Publicity and Propa- 
randa, House Committee on Expenditures in the Executive De- 


partments. Published by the National Industrial Conference Board, 
$7 Park Avenue, New York City, April, 1948 





proposals are not revolutionary, let me remind you that 
they are but the opening of the door to the full consequences. 

Recently, James F. Byrnes made a commencement ad- 
dress at Washington and Lee University. I shall read quota- 
tions in the Congressional Recordt from his talk. 


“Where we will wind up, no one can tell. But if some 
of the new programs seriously proposed should be adopted 
there is danger that the individual, whether farmer, 
worker, manufacturer, lawyer or doctor, soon will be 
pulling an economic car in the galley of the state,” with 
“the Federal Government regimenting our lives from the 
cradle to the grave.” 


Now, I think it’s about time in America that we became 
realistic and that we took the mask off this thing that we 
have been facing in this country. I should like to cite to 
you, from an address by Cecil Palmer, English publisher, 
author, and journalist, a few quotations: 


“The present regime (in England) came into power 
under false pretenses rooted in false promises. The thing 
I ask you to recognize is that never once in the general 
election of 1945 was the word ‘socialism’ mentioned 
trontally and categorically. The government in power 
today sailed into office and is now’ dressed with brief 
authority on a labor ticket, and labor covered a multitude 
of sins as well as virtues. . . . One of the menaces of 
Socialism is that it believes in Lenin’s dictum; that if you 
want a revolution the first thing to do is to confuse the 
vocabulary, and they have done it magnificently. I am 
not such a fool as to underestimate the strength of 
Socialism and Communism, and I beg you never to under- 
estimate either. ... The mistake my people made was that 
they accepted one thing without recognizing that inevi- 
tably involved them in accepting something else.”+ 


By way of further background and before coming to the 
main point, | should like to cite from a very fine article by 
Donald Richberg in the Harvard Business Review. Among 
other things, he says: 


“But how many friends realize that the American mind 
is being slowly corrupted by the insidious doctrine that 
we must create a sort of modified National Socialism in 
the United States—under which we will be half free and 
half enslaved to government—because we are told that 
this is the only way to avoid complete socialistic tyranny ? 
It is this false notion—the idea that, with liberal idealism, 
we can develop a national welfare state that will not be 
a police state—which is corrupting the American mind. 
It is imperative today that men faithful to American 
institutions make an organized effort to recapture the 
American mind, to recreate its faith in local self-govern- 
ment, to re-establish its conviction that individual freedom 
is the key to happiness, to revive its reasoning power so 
that it will again distinguish between the nobility of 
charity that extends a helping hand to the unfortunate 
and the sentimentality that accepts the weak and incom- 
petent as legal parasites, licensed to live upon and event- 
ually to destroy the strong. Only through such mass 
education may we again achieve a government of the 
people who are fit and able to govern themselves. Some 
years ago I hoped that there would be found a halfway 


+ Congressional Record—Appendix, 1949, P. A4007, Extension 
of Remarks of Hon. Ernest K. Bramblett, of California, in the 
House of Representatives, Monday, June 20, 1949. 


t“What Socialism Is Doing to British Freedom,” address by 


Cecil Palmer, English publisher, author, and journalist, before the 
Union League of Philadelphia, Thursday, June 2, 1949. 
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house between Wall Street and Moscow, because then | 
feared a choice between a dictatorship of business mana- 
gers and a dictatorship of the proleteriat. But now, it 
is plain that we have only a choice of evils in Fascism 
or Communism or a so-called democratic compromise in 
a continuing struggle between Fascist capital and Com- 
munistic labor. Our real choice lies between a state-con- 
trolled economy and a genuinely free economy, between 
political tyranny and political freedom. There is no half- 
way house—except a poor shelter where one may pause 
on the way to his permanent abode in a land of masters 
and servants or in a land of free men.” * 


If any of you have not read the terrifying book “1984,” 
1 hope you will get it and read it.** 

If any of you have not read the blueprint that the militant 
left-wing minority have laid out for steps in this country, 
I hope you will get Mr. Ross’ recent book *** and you will 
find a blueprint, a timing schedule, and the various steps 
that they plan to take. And if you do not believe that your 
imterests as lawyers are threatened, read that book. 


I would like to say at this point that I am not making 
a political speech, because I believe that both parties are 
concerned with this problem and we have to work in both 
the parties traditionally in this country. 


Now, | come to the main point. There are two com- 
mentaries that I think might be made on the happenings 
in the recent period. One is, and I| think it is a fair com- 
mentary, the failure of the academicians to point out the 
fallacy and the ultimate trouble that we will come to if we 
continue in the course we appear to be heading. 


The other commentary that I would like to make is that 
lawyers have abdicated their traditional position as the 
guardians of liberty. 1 need not remind you of the early 
history of this country, of the prominent and important 
functions that the lawyer performed in that period. 


Without the lawyer, we would not have the Government - 


that we have in this country. The lawyer in those days was 
going up and down the countryside constantly preaching 
the fundamentals. Where have the lawyers been in this 
recent period? I say that the lawyers have abdicated the 
position that they rightfully should have as leaders in the 
battle for man’s freedom, and I say that other people are 
looking to the lawyers. 


Industrial corporation executives say to me, “Where are 
the lawyers? They traditionally are the vocal people; they 
have the forums; they have the avenues through which to 
reach the people. Where have the lawyers been?” And | 
say unless we awake, you, your children, and unto the 
seventh generation will curse your failure to take this issue 
up. We need understanding. We are not going to block 
progress, certainly, but we need understanding. We need 
understanding of this type that you men will apply once 
you analyze the problem. 

Take socialized medicine. Just start to think about it, 
and this is what you as lawyers would come up with: the 
first thing you would say is, “How is this thing going to 
work? How are you going to get the patient to a doctor?” 
Well, there are only probably half a dozen ways by which 
you can get a patient to a doctor. Let us examine those. 
First of all, let us assume the patient has a free choice. I 


J *WHERE IS ORGANIZED LABOR GOING?—By Donald 
R. Richberg, Harvard Business Review, July, 1949, P. 405. 

** “19084”—By George Orwell, Harcourt Brace & Co., 1949. 

*** STRATEGY FOR LIBERALS—By Irwin Ross, Harper & 
Brothers, 1949. 





think the answer to that one is quite obvious. With modern 
communications and oral communication, the people will go 
to the good doctors just as they have always gone; there 
won't be any change if they have a free choice. 

Assume they do not have a free choice; how do they 
get to a doctor? Well, maybe they go to a doctor according 
to the area in which they live. It’s pretty easy to penetrate 
that one. A man’s wife comes home; she’s in tears; she’s 
distraught; she’s hysterical; she doesn’t like the doctor. She 
wants to go to a different doctor. The husband talks to a 
friend, and his friend says, “Well, I'll tell you what you 
do; you come over and live at our house for a while.” And 
the result is an informal gerrymander. 

What I am saying to you is not theoretical because it 
has happened in central Europe where they tried socialized 
medicine a good many years ago. 

Or someone designates what doctor you go to, and then 
the inevitable process starts. “Do you know the fellow 
who makes those appointments? My wife just can’t go to 
this doctor; he doesn’t take care of her,” and so on. And 
so the inevitable process starts. It may start out with giving 
the person who makes the appointments a cigar, a package 
of cigarettes, a carton of cigarettes, a bottle of liquor o1 
a case of liquor. Eventually it gets beyond that. 

Or let us assume that you have a mechanical process of 
getting the patients to the doctor. Down in Washington 
during the war, the Pennsylvania downtown ticket office 
was so jammed that they had to get numbers to line up, and 
they had one of those machines such as they have in restau- 
rants—you pull this thing; it rings a bell and gives you a 
number. ‘The last time | was in there a boy came up to me 
and said, ‘Mister, do you want to buy a low number ?”’ 


Now, let us take a look at the other situation. You are 
a doctor, and I am a doctor. | get a nice assignment and 
report at a very nice hospital at ten o’clock in the morning. 
You report at four o'clock in the morning to a remote 
hospital. So you say, “Fred, how did you get that nice 
appointment?” I say, “Well, I know the fellow who makes 
the assignments.”” Somebody has to assign them; it doesn’t 
work automatically. So, I’ll introduce you. But after a 
while that runs out and before long it’s worth five hundred 
dollars to get the right assignment. Then the politician 
moves in on it. He sees this fellow getting his cigars, 
cigarettes, liquor, and possibly money; so he moves in on the 
picture. 

The history of socialized medicine in central Europe is 
that it becomes “political medicine.” It becomes a political 
set-up. And those of you who have thought about this at 
all and recall prohibition can realize what will happen in 
this country with the American people’s idea of getting what 
they want. It will be the greatest travesty this country has 
ever perpetrated on the people. 

Now, it is analysis of this type that you men as lawyers 
will naturally come up with if you are thinking about the 
problem. That will help present the issue so that the people 
can think of it fairly. “To many people the term “socialized 
medicine,” or “state medicine,” is a beneficent term; they 
think it is all right. But they don’t like ‘“‘political medicine.” 

The militant left-wing people have many techniques. One 
tactic they use is expressed as follows: “A stigma can beat 
a dogma any day.” We can utilize that technique. 

Let us take another look at what you fellows might come 
up with if you felt this way:—“I am going to try to con- 
tribute something to get understanding of what we are 
really trying to do.” — 
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We hear talk about a planned economy. Well, if you 
think about that a minute, you will come up with the answer. 


You will say, “There is no such thing as a planned 
economy; there can’t be; that’s just an abstraction.” You 
can have a politician’s planned economy; you can have a 
dictator's planned economy, but you can’t have a planned 
economy. 


Now, how is it going to operate? Well, they say, “We'll 
level off the economic cycle.” The economic cycle is not a 
line on a board or on a piece of paper; the economic cycle 
has great depth. It is made up of thousands of products 
that people make and of the decisions of people to buy or 
not to buy the products. When you bring them all together, 
that makes your line on the paper—your economic cycle, 
so-called. Now, you can’t run that abstractly, because people 
don’t do things abstractly. They make shoes; they make 
shirts; they perform services; they are individuals. 

Bear in mind this,—and here we get a great deal of 
trouble because of failure to think through—we have a 
natural respect for government as a body of law. We should 
have that; we do have that. But government never does 
anything; never has done anything; never can do anything. 
(jovernment, as such, never can operate. What we are 
talking about is some individual, occupying a government 
ofhee, who does something. ‘That individual has to make 
the decisions. “That individual says we're going to make so 
many raincoats, and we're going to make so many umbrellas, 
and the factories turn out the umbrellas and the raincoats. 

Now, he’s got to be a pretty smart citizen. A man who 
early in the year can project what the people are going to 
buy in December—why, he’s a pretty good man. He draws 
a good salary in any business institution. In order to project 
the employment, this fellow has to project some months 
ahead what the people want. Then the people come along. 
Let us assume that they still have a free choice. They buy 
a bot more umbrellas than he figured for, and he has a lot 


of raincoats piled up. Next time, they take raincoats and 
like it. 


It is axiomatic in the very concept of the so-called planned 
economy that the more you can control the elements, the 
better you can plan. Well—what are the elements in this 
case? ‘They're people. If you can control the choice of the 
people, you can plan. If you-can’t control the choice of the 
people, vou can’t plan. It is not a desire on the part of the 
politician progressively to take in more territory; it’s a 
Newton's law of gravity that he will be forced to do that; 
it is inherent once you set that process in motion. So, he 
progressively removes the choice from the people, and your 
freedoms, of course, go out the window. 


You, as lawyers, talking to the people, will say, “How 
will these things function?” Break them down so the people 
can see. They have been caught up in a maze of words. 
‘This has been the greatest era for words and for failure to 
think through in the history of this country. 

Recently, 1 had a debate with a professor on the profit 
motive, which is certainly maligned and misunderstood. 
And, in the debate, I realized for a while that it looked as 
though he had me; he made a very strong argument. Then 
it suddenly dawned on me that he was talking only of one 
function of the profit motive, the incentive function. There 
you get into a squirrel-cage argument, and you don’t get 
anywhere. In effect, he said that people should work for the 
welfare state. I said that people are realists and need in- 
centives, and that’s what the profit motive is. He replied 
that they ought to work for the service state. You can’t 





argue “ought to.” So I said, “What would you substitute 
for the main function of the profit motive?” 


In order to give a little background on that, let me 
digress for just a moment. Sometime ago I had a session 
with the editor of a national publication, and I said “I 
would like to see your magazine attempt an article on the 
ainount of wealth that evaporates in a single day in the 
United States. | know there are some imponderables in this 
and you would have to make some rough calculations, but 
it is important and, as far as 1 know, has never been at- 
tempted. Clothes are wearing out; machinery is wearing 
out; buildings are wearing out. Then there are the acts of 
God and holocausts. A tremendous amount of wealth goes 
right up into thin air every day.” 

If you go back historically you will find that man’s stand- 
ard of living has only progressed as he has been able to 
eliminate waste. Let’s start in ancient history, in the time 
of Aristotle. What did they have? They had the sail, the 
oar, the lever, and the wheel; a pretty low standard of 
living. Jump two thousand years to 1500 A.D., they have 
the same things, and they still have a pretty low standard 
of living. Now, it’s not until a man comes along and 
harnesses vapor that the standard of living starts to rise 
appreciably, and why is it? Because he is eliminating a 
waste of manpower. In the mechanical age, we supplement 
human power; we conserve that manpower; we eliminate 
the waste of manpower. The Chinese people with a hand 
economy traditionally have had a low standard of living. 
Historically it can be proved that man by his cwn hands 
can produce only a meager standard of living. Our standard 
of living is a sort of negative thing, in a way. Our standard 
of living is the result of how effectively we have eliminated 
waste and gotten ahead of it; how we have replaced this 
wealth that has evaporated. 


Now, all of that is merely by way of background to the 
main function of the profit motive, its function as an elimi- 
nator of waste. That’s its main function, and it is the most 
beneficent thing that mankind has devised. It is the thing 
that has enabled us to lick this waste, to get ahead of it 
and to get a higher standard of living. Incidentally, it has 
been condemned even in terms of being un-Christian. We 
ought to be saying “Allah” to it rather than condemning it. 


Yet, here 1 was with a professor of economics of a large 
university, who had never heard of that function of the 
profit motive. 


Where have you lawyers been who have not penetrated 
shallow thinking of that type and said, “Let’s look at the 
whole picture; let’s analyze this thing.” 


I made a study of the literature on the profit motive. I 
had my library go back to the earliest literature they could 
find, and we found very, very few references to that function 
of the profit motive. It hasn't even been highlighted today, 
and a lot of people do not understand it. So | challenged 
the professor; | said, “What would you substitute for the 
profit motive in any kind of society that you might like 
to have? I know that in the highly centralized states they 
indulge in purges. You wouldn't recommend that, would 
you? What would you substitute for the profit motive in 
any kind of society you want?” 

We, on our side, have been asleep. We have not begun 
to use the grey matter we have to attack and dissipate these 
fallacious theories, the mass of words that have been thrown 
at the American people, and we have a big job to do. And 
I say it’s the biggest job that you lawyers have right now. 
We've all been busy trying to make our livings. But the 
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lawyer does not occupy the position he occupied a hundred 
years ago or a few generations ago because he has not 
asserted the leadership. And I say to you members of the 
Indiana Bar Association that business people, industrialists, 
are looking to the lawyers to perform their traditional func- 
tion. You men can penetrate and dissipate these wild ideas 
that have not been submitted to challenge. 

We have set back within the parties, whether we are 
Democrats or Republicans, and allowed many of these things 
to go unchallenged. The time is not here for us to say that 
we will do it tomorrow. The English people are giving good 
evidence of what can happen when men of your type and 
industrialists and: business leaders abdicate their positions of 
leadership and allow the thing to go by default. The Indiana 
Bar Association could stimulate the American Bar Associa- 
tion into a crusade for freedom. And you do not have to 
have any convictions politically one way or the other on 
this because both parties are bound to the idea of freedom, 
the basic idea of freedom. And if one party needs more 
thinking than the other, get in there and pitch betore it is 
too late. I say to you that it is past twelve o'clock, and 
unless lawyers do assert themselves, unless you get out, the 
job won't be done, because you are the best equipped, and 
you have the best forums to get that story across. 


Once you get out and exercise your fundamental responsi- 
bility and position as a leader in your community, you will 
elevate the Bar in the minds of the public; you will gain 
respect; you will regain prestige. There is an opportunity for 
men today to lead this crusade. I think the people are wait- 
ing for it, but they want somebody to help analyze things 
for them. Destroy the case as you would in court, and you 
will find that the people will follow you because inherently 
the American people are sound. 

Now we are not going to get this thing overnight by one 
process. The left-wingers are very clever in their tactics. 
They have certain beachheads which they seek to get. And 
on the bases of those beachheads they go forward. They 
know they cannot achieve their goals in a single over-all 
assault. The first beachhead they try to secure is the beach- 
head of public misunderstanding. Through subtle propa- 
ganda or open-faced frontal attacks or misrepresentation they 
seek to undermine public confidence and secure a beachhead 
of misunderstanding. From this springboard when the timing 
is opportune—perhaps when the economic cycle turns down- 
ward—they launch their direct drive against that industry 
which has become vulnerable for socialization. 

The second beachhead that they definitely seek to attain— 
and I am not theorizing now; this has all been gathered from 
militant left-wing literature—is the beachhead of defeatism. 
In the situation of the utilities, much ground has already 
been lost. The underlying propaganda drive has gone so far 
as to Cause many persons to accept complete socialization of 
the utilities as inevitable. This defeatist resignation, this 
bowing to the course as inevitable, is a strategic goal. Leftists 
know that defeatism feeds on itself and spreads rapidly. 

The third major beachhead they scek to secure is that of 
undermined investor confidence. Leftist strategy preparatory 
to the final drive for socialization includes undermining 
investor confidence. Some of the basic industries have felt 
already the blighting effects of this line of attack in weakened 
equity values and in difficulties in securing new venture 


capital. Let this leftist strategy go unopposed and no industry 
is so strong that it will not feel the weakening effect on 
investor confidence and appraisals. 

The fourth beachhead they seek to secure is one of under- 
mined management. Reflections are cast against private 
industrial management, its policies, and its operations. By 
innuendo and direct attack, the public confidence in manage- 
ment is undermined. The tactics are varied. Labor unrest 
may be cited and blamed on management. At another time, 
stockholders may be stirred up. Again, it may be an investi- 
gation. Executive compensation is a favorite target. 

Then they have certain techniques that they use, certain 
strategy. The first one in their book is lulling the opposition 
into a false sense of security. They definitely feel that they 
will lull the lawyers into a false sense of security while they 
concentrate on the drive for socialized medicine. They hope 
that other industries marked for socialization will be lulled 
into this false sense of security; meanwhile, their under- 
mining work continues. They hope that the “It can’t hap- 
pen to us” attitude will prevail. 

Now, the second one that | referred to before is “victory 
through persistence.”’ They keep at the job. 


The third tactic is the utilization of uncountered propa- 
ganda. ‘Tell lies often enough and they become accepted as 
truth, or make misrepresentations and they have the same 
effect. This is another tactic in their strategy and they hope 
that it will go unanswered. The medical profession allowed 
attacks to go unanswered to the point that the militant 
leftists were able to build the present beachhead they now 
have. 


Now here is a technique that you are all familiar with, 
and it’s as old as the hills. They use it constantly. That is 
the organized minority technique. This principle is as im- 
portant to the social movements as the profit motive principle 
is to enterprise, and it gives you a clue as to what you might 
do. You have the opportunity in the communities through- 
out this state to organize a minority group that will spread 
its influence. 


They have other techniques, but I do not want to burden 
you with all of those. This is based on a study of all litera- 
ture that can be obtained dealing with their activities. 
There are definite cells in this country. I am not just re- 
ferring to Communist cells; there are good people, people 
who are in organized leftist groups, who believe progress 
can only be achieved by a transfer of economic functions to 
Government. 


You have a public relations program which is going to be 
presented by your own people. I have had the opportunity 
to examine it, and I say that it is an excellent program. 
Some of you, because traditionally lawyers have not adver- 
tised, may feel some reluctance on the advertising recom- 
mendation. I say to you that the issues are too important 
for you to allow that to dominate your thinking. Com- 
munications of ideas and techniques have changed over a 
period of time. We are living in a new communication 


period, and the battle for ideas, the battle for men’s minds is 
terrific. 


In conclusion, let me say, whether in an organized way or 
as individuals, you should go out and regain your traditional 
position as the spokesman for freedom. If you do not do it. 
your children and your children’s children will suffer. 
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Elegance Is Not Undemocratic 


STOP THE SEARCH FOR THE LOWEST COMMON DENOMINATOR 
By AGNES ROGERS, author of “Women Are Here to Stay” 
Delivered before The Fashion Group, Inc., New York, N. | = November if. 1949 


N the course of various conversations between Russell 

Lynes and myself, we got rather far afield from the 

subject of our talks as advertised in your announcement 
for the lunch on November 17. We finally hit on an idea 
that appealed to both of us, only to find, somewhat to our 
dismay, that the idea is all over the lot. 

Quite simply, what we wanted to discuss was a revival 
ot elegance. Imagine our chagrin on finding that the edi- 
torial in Life for October 31, 1949, is entitled just that— 
‘The Revival of Elegance.” What's more, the keynote of 
Vogue for November | and of Harper's Bazaar for Novem- 
her is the same thing. 

Here we were, all set to start something only to find that 
there was a band wagon already rolling, and if we wanted 
to climb aboard we had to run like mad. 

| admit this idea of elegance isn’t precisely revolutionary. 
| seem to recall that about this time of year, the theme of 
elegance is likely to crop up in the leading circles of various 
fashion industries. Furs, important jewels, and evening 
clothes blossom in the fashion magazines; decorators, wall 
paper designers, furniture manufacturers—all the home 
furnishings people—spring a lot of brand new things on us, 
implying that we're naturally going to do over our houses 
and apartments, and pretty handsomely too; and the recipes 
for autumn and winter entertaining have even more herbs 
and wines and obscure spices than usual for those intimate 
little suppers of twenty-odd that we'll be giving at least 
once a week, 

And are the women ready for it! After that dreariest of 
ll seasons, the end of summer, when you look perfectly 
terrible, when your feet have spread from barefoot sandals 
ind your hair has been tossed in wind and dust and salt 
(not to mention the queer color effects of the sun) and your 
tan has got sort of green, and you're sick to death of those 
crisp cottons, you can’t wait to get back to town and get 
into some high heels, even if they’re pretty tottery and un- 
comfortable, and throw yourself on the mercy of the hair- 
dresser, and above all, get some new clothes—real clothes. 

And your house is a sort of challenge, too. You get the 
slip covers off and the furniture doesn’t look quite as fresh 
as you'd hoped it would, and the rugs come back from the 
cleaners with the dirt gone, to be sure, but those worn places 
show rather more plainly than you'd remembered. And you 
never did like the dining room curtains. Wouldn't it be 
tine to really do something about the house. 

Ihe fact is that for most women, the autumn is the 
evinning of a new year, and in the back of their minds is 
1 small bright hope that everything is going to be better. 
Uhere will be more and better parties; your job (if you have 
one) is going to open up rather exciting vistas—you may 
even get a raise; you'll probably meet a lot of new and highly 
attractive people; you'll even (but this you’d never admit) 
be rather sought after. It’s the new theatrical season, and 
you see yourself going rather often to the play, occasionally 
to the opera, possibly a ball or two. The way women re- 


spond to the first cool day! The things that simmer in them 
just below the surface! 

t's at about this time of year that editors and advertisers 
ind public relation experts try to put over the idea of a 





revival of elegance, and American women are more than 
ready to respond to it. 

Well, what happens? You get the fall cleaning done, and 
you're fairly well worn out so that the idea of tramping 
about with samples and the problem of finding reliable 
workmen loom larger and larger. And you get very little 
encouragement from your husband, by the way, who is 
growling about the income tax, or the heating bills, or the 
roof, or something else that is hideously essential but doesn’t 
show. 

‘Then the children are got ready for school, and although 
you have faced the appalling cost of teeth straightening, you 
weren’t wholly prepared for the number of classes and things 
that begin to show up. Betty will die, or be a social leper, 
if she doesn’t have lessons in figure skating and ballet. “But 
Mother, 4// the girls in my class... .’’ And Jimmy has to 
belong to a rather special organized play group to take care 
of his Saturdays. And the birthday parties begin. If Betty 
is older her clothes are pretty much of an item. It isnt 
that you don’t want Betty, who is the most beautiful gir] 
in the world, to have everything. Of course you do. At the 
same time, you do need a new coat, doggone it. And then you 
look at the advertisements and everything is made for col- 
lege girls. 

And about now the various committees and charity boards 
that have been dormant all summer begin to revive, and the 
Parent Teachers Association or the Woman’s Club needs 
you so desperately, and things aren’t following quite that 
starry, perfumed pattern you'd had in the back of your mind. 
You sort of wonder when the wax tapers are going to be 
lighted and when the boxes of flowers are going to begin 
to come. And then one evening you ask your husband, just 
a shade wistfully, if it wouldn’t be a good idea if he tried 
on his tails to see if they still fit, just in case. And he says, 
‘The last time I wrestled with a boiled shirt was five years 
ago when you dragged me to a benefit for your Be Kind 
to Blind Horses Society. And if I never put one on again, 
it'll be too soon!” 

It's about at this point that the little vision of yourself 
floating in to dinner on the arm of the French Ambassador, 
or poised with consummate grace on a fauteuil while the 
distinguished English author hurries to you with a glass of 
champagne, fades away entirely. Besides, it’s time to get 
ready for Christmas. 

That’s what usually happens annually to this autumnal 
interest in elegance. Maybe up to now the time hasn’t been 
ripe. 

There’s a fair amount of talk at present about a return 
to the 1920's, and some of our contemporaries have seized 
upon this possible trend as a sign that there’s to be a revival 
of elegance. Others are defining elegance as preoccupation 
with accessories, with minutiae. We don’t happen to agree 
with either. The twenties were a period of lavish expendi- 
ture, of blatant opulence—high, wide, and handsome, yes— 
but not elegant according to our terms. We prefer to 
think of elegance as a point of view in which the emphasis 
in dress, decoration, manners, speech, what you will, is on 
a certain formality, ceremony, and fastidiousness as opposed 
to the cult of the casual, the excessively informal, the 
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juvenile, the rowdy. We definitely do not mean stiffness or 
stuffiness, but rather grace and ordered gaiety, with some 
wit and subtlety to it. To many people, the term connotes 
heavy plush hangings and uncomfortable gilt chairs, or an 
artificial and cumbersome set of conventions, or leisured ease 
if not downright idleness, or a way of life that depends on 
considerable wealth and lots of servants, or a return to an 
earlier day. It doesn’t mean any of this to us. We don’t 
want to return to anything, and we firmly believe that 
elegance is entirely possible in the servantless house. 

During the past few decades there has been a steady 
movement in American life toward greater and greater 
informality. Take men’s clothes, for instance. Men have 
discarded waistcoats, hats, garters, undershirts, and are fre- 
quently discovered wearing their neckties (and such neck- 
ties!) at half-mast. It is increasingly difficult for them, 
apparently, to put on a dinner coat, even with a soft shirt, 
and only on the rarest occasions can they be persuaded to 
cope with a white tie. It may be remarked parenthetically 
that when they do achieve that peak of grandeur, however 
much they may have complained earlier, they do have a look 
of rather smug self-satisfaction. And although we still fol- 
low the custom of the male members of a wedding party 
wearing morning coats, those morning coats are far more 
often than not rented—except in the case of the fathers of 
the bridal couple. Why own a costume that you'll wear 
only when you're a bridegroom or an usher? 


A more striking and far more regrettable example of the 
trend of the past 25 years or so is the rumpus room, or 
whatever the current term is for that party room where your 
friends can enjoy themselves freely without breaking your 
really good furniture and burning holes in the rugs. A 
pretty idea, very very pretty. Another pretty one is the bar 
in the living room. Convenient though it is (a table is 
pretty convenient too) there is something less than dis- 
tinguished in the notion that in order to make your friends 
feel really at home you contrive to give the impression that 
they’re in a café. 

There’s no need to belabor this point: the use of first 
names at first sight; the barbecue, no matter how elaborate, 
served on paper plates; the assumption that the more high- 
brow your guests, the more will they warm to music that 
originated in Basin Street; the reluctance of modern novel- 
ists to concern themselves with “nice people; the peasant 
influence in dress and decor; the systematic exposure of that 
most mysterious and unromantic section of woman's 
anatomy, the midriff; and the idea that almost straight 
alcohol in sufficient quantity will make everybody very 
democratic and cordial and happy—all these current phe- 
nomena are so familiar that they hardly need mention. 


Various elements in our national habits of thought have 
conspired to form and to accelerate this trend. The revolt 
against Puritan conventions that boiled up in the ’20’s into 
a real revolution in morals and manners was one of them. 
And Prohibition did its part nobly. The bitterness against 
the rich that flared up in the black days of the Great De- 
pression added volume and gave a new twist to the trend, 
for in our sudden acquisition of social consciousness—long 
overdue, to be sure—the man in the street became our hero. 
The war years and postwar years have brought about a 
redistribution of money, what’s more. Income taxes have 
sharply reduced the spending power of people of inherited 
wealth, and the liberal expense account that provides for 
lavish entertainment and even expensive gifts as legitimate 
business practice has given many people spending power, in 
certain directions, far beyond their previous experience. It 
is only natural for people who suddenly have money to want 
to splurge; besides, they are not likely to have the accumu- 





lated financial responsibilities of those who have had money 
a long time. Another factor is our national trait that so 
astonishes observant visitors from overseas—our worship of 
youth and our preoccupation with an attempt to prolong it. 
Looking at women’s clothes in the days when fashions orig- 
inated in Paris one is immediately struck by the fact that 
they were designed for grown-up women. Most of the cur- 
rent American styles appear to be designed if not for the 
young, certainly for the young in figure. And look at the 
advertising pages of the big circulation magazines. Don't 
you get the impression that no woman over twenty-five 
is worth bothering about? Oh yes, once in a long while 
Grandma appears, making pies, or knitting in a rocking 
chair, or, very occasionally, being taken for a drive in the 
back seat. And Mother, dear Mother with her kind eyes 
all misty in gratitude for the nice flowers her boys have sent 
her on Mother’s Day. But for the most part, any woman 
who has reached the advanced age of thirty might as well 
be dead. 

We aren’t presumptuous enough to try to tell you how to 
run your businesses, but we’re wondering if possibly the 
time isn’t ripe to suggest to the public elegance as a concept, 
a state of mind. It’s a moot question whether good taste 
as such can be taught through editorial or advertising pres- 
sures. Good taste demands an independence of mind and an 
assurance that not everybody is capable of. But the public 
taste can certainly be steered in new and different directions 
by these same pressures. It seems to us quite possible to put 
over the idea, for instance, that the best party is not neces- 
sarily the one where the most alcohol is consumed and the 
greatest number of cigarette stubs litter the floor. 

The idea of elegance as we see it is not undemocratic. 
Good manners are not the exclusive property of any one 
section of the population; and haven't we been perhaps guilty 
of underestimating the American people in our search for 
the lowest common denominator? It’s a tricky business any- 
way. Hollywood was given considerable pause by the 
whopping financial success of the movie Henry V. It just 
may be that the public would welcome a new estimate of its 
instincts and predilections; it may even be a little tired of 
the role of adolescent. 

Our progress has not been without a certain logic. We 
have been growing up; we have been flexing our muscles, 
subduing the prairies and the mountains and beating a culture 
out of the raw material of an unexplored continent. It was 
rough business, and one that left no time for the arts. 
What we did, as everyone knows, was to buy what we called 
“culture” wholesale from the culture mongers of Europe. 
We looked to Paris for clothes, to England for manners, to 
Italy for art on the assumption that from those ancient seats 
of culture we could become cultured. 

Recently the trend has been in the opposite direction. 
We have been emphasizing America’s contributions to cul- 
ture; we have been pointing with pride to the indigenous, 
or vernacular, culture that has grown out of the needs and 
ambitions of an expanding, machinery-conscious society. And 
while this is an interesting and an honorable thing to do— 
that is, not to be ashamed of what we have made—it is a 
limiting and chauvinistic thing as well. It is no way for a 
people who has suddenly come into a position of preeminence 
in the world to behave. 

We should be through with revolt against puritanism just 
for the sake of revolt. We should be through with the cult 
of youth . . . because we're really quite grown-up now, and 
we have grown to be a man, not a rowdy kid trying to show 
how independent he is. We can relax. The world knows 
we're here, all right. We don’t have to put on a cocktail 
apron, and plaster our initials on everything in sight to be 
noticed. 
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